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2004 Annual Report are trademarks of 
Molson Canada: 
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EXLIGHT 
EXPORT 
GOLDEN 

MARCA BAVARIA 
MOLSON DRY 
MOLSON ICE 
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MOLSON XXX 
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Fiscal 2004 Financial Highlights 


Molson is one of the world’s largest brewers of quality beer with operations in Canada, Brazil and 
the United States. A global brewer with $3.5 billion in gross annual sales, Molson traces its roots 
back to 1786 making it North America’s oldest beer brand. Committed to brewing excellence, Molson 
combines the finest natural ingredients with the highest standards of quality to produce an award- 
winning portfolio of beers including CANADIAN, EXPORT, MOLSON DRY, RICKARD’S, MARCA BAVARIA, 
KAISER PILSEN and BAVARIA. 


Change 
2002 2003 2004 vs 03 
(restated) (i) 

Results (Dollars in millions) 
Sales and other revenues 2,830.8 eke) 3,472.8 (2%) 
Net sales revenue 2,102.3 2,515 e2 2,525.5 0% 
Earnings before interest, income taxes and amortization (EBITDA) (ii) 426.4 576.8 575.3 0% 
Earnings before interest and income taxes (EBIT) (ii) Siaes 511.9 512'2 0% 
Net earnings from continuing operations (iii) 194.1 278.0 282.9 2% 
Cash flow from operations before working capital 

and rationalization costs 2O2sS SyfOxal 335.4 (9%) 
Per Share (Dollars) 
Net earnings from continuing operations (iii) 

Basic $1.62 $ 2.18 $ 2.23 2% 

Diluted $1.59 PN) $ 2.19 2% 
Net earnings 

Basic $1.48 $ 2.42 $ 1.86 (23%) 

Diluted Sees $ 2.38 $ 1.84 (23%) 
Dividends $ 0.38 $ 0.42 $ 0.56 33% 
Book value $ 9.19 $ 8.12 $ 9.57 18% 
Financial Position (Dollars in millions) 
Assets 4,506.3 3,904.1 3,930.6 1% 
Total debt AGE 1,220.6 1,135.4 (7%) 
Shareholders’ equity Seo) 1,033.0 1,219.4 18% 


EBIT (i) 
(Dollars in millions) 


Net earnings Net sales revenue Dividends per share 
per share from continuing (Dollars in millions) 


operations (ili) 


_ $371.8 | bw $511.9 $512.2 $0. 38 | $0. 42 | 


ie 


2004 ~ 2002 | 2003 | 


_ $1 62 $2.18 ; $2.23 $2, 102. 3 $2,515.2 2; 525.5 
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2003 
(restated) (i) 


2003 2004 T2003 | 2004 


(restated) (i) 


(i) Restated by $3.7 million reflecting the previously disclosed stock option expense. Fiscal 2002 has not been restated for the effect of stock option expense. 

(ii) Excluding the charge for rationalization costs of $36.3 million in fiscal 2004, in fiscal 2003, the charge for rationalization costs of $63.5 million and the 
gain on sale of 20% of Molson’s Brazilian operations of $64.2 million and in fiscal 2002 the charge for rationalization costs of $50.0 million. 

(iii) Excluding the after-tax charge for rationalization costs in fiscal 2004 of $38.5 million, in fiscal 2003 of $41.9 million, and in fiscal 2002 of 
$33.5 million, and minority interest of $8.6 million in fiscal 2004 and $8.4 million in fiscal 2003, the fiscal 2003 gain on sale of 20% of Molson’s 
Brazilian operations of $64.2 million. In fiscal 2004, a $16.0 million increase and in fiscal 2002, a $15.0 million decrease in future tax liabilities due 


to changes in income tax rates were also excluded. 


N.B. All dollar amounts in the Annual Report are expressed in Canadian dollars, unless otherwise stated. 


Canada 


Net Sales 
(Dollars in millions) 


Financial Highlights 


2002 2003 2004 Change vs 
(restated) (i) 03 
Sales and other revenues Py SPO at 2,628.3 2,659.3 1% 
Net sales revenue 1,903.4 2,001.4 2,065.6 3% 
EBITDA (ii) 427.6 526.4 581.3 10% 
EBIT (ii) 380.4 481.7 537.7 12% 
Assets 2,529.7 PL INS) 3) 2,560.8 0% ; 5 
Additions to capital assets 74.0 6535) 59.7 (9%) Se ee ae 
(i) Restated by $3.7 million reflecting the previously disclosed stock option expense. Fiscal 2002 has not a 
been restated for the effect of stock option expense. Quarterly Seasonalities 
(ii) Excludes the $7.0 million gain on sale of a property in fiscal 2004 and in fiscal 2002 the charge for (Volume) 
rationalization cost of $50.0 million. Se 
Operating Highlights 
Change vs 
2002 2003 2004 03 
Market share 45.1% 44.4% 43.8% (1%) 
Volume (hl in millions) 9.50 9.36 9.43 1% 
Brewing capacity (hl in millions) LEYS) aS) 13.5 0% 
Breweries 5) 5 5 0% 
Employees 3,300 3,300 3,100 (3%) 
United States 
iii Seca eS a a cei Net Sales 
(Dollars in millions)” 
Financial Highlights 
Change vs 
2002 2003 2004 03 
Sales and other revenues 86.7 84.9 75.6 (11%) 
Net sales revenue ale UG 63.7 (11%) 
EBITDA (5.7) (6.1) (3.1) 49% 
EBIT (5.7) (6.3) (3.2) 49% 
Assets 160.2 aleyil7/ 158.2 (2%) 
Additions to capital assets 0.4 0.1 - n/m pes 
Quarterly S 
(Volume) / 
Operating Highlights 
Change vs 
2002 2003 2004 03 
Market share n/m n/m n/m - 
Volume (i) (Al in millions) 1.90 EMAC, 1.75 (1%) 
Brewing capacity (hl in millions) - - - - 
Breweries - - - - 
Employees dal alah 11 0% 
(i) Including partners’ volume (Foster's and Asahi) produced for the United States. 
Brazil 
Financial Highlights 
Change vs 
2002 2003 2004 03 
Sales and other revenues 224.0 816.0 (37.9 (10%) 
Net sales revenue WTC 442.1 396.2 (10%) 
EBITDA (}) 4.5 HOLS (2.9) n/m 
EBIT (i) (2.9) 36.5 (22.3) n/m 
Assets 1,816.4 ilalistoyeal al aka) (6) 2% 
Additions to capital assets (ii) 1,446.2 20.3 28.3 39% 
Operating Highlights (Volume) 
Change vs peed 
2002 2003 2004 03 (01) 
Market share 17.0% 14.6% 12.4% (2%) 
Volume (hI in millions) 2.96 11.94 9.85 (18%) 
Brewing capacity (hl in millions) 30.8 PXS)A0) 23.9 (6%) 
Breweries 13 10 9 (10%) 
Employees 2,600 2,100 3,200 52% 


(i) Excluding the charge for rationalization costs of $43.3 million in fiscal 2004 and, in fiscal 2003, 
the charge for rationalization costs of $63.5 million and the gain on sale of 20% of Molson’s Brazilian 
operations of $64.2 million. 

(ii) Relates to business acquisition of Kaiser in fiscal 2002. 
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Montreal, Quebec H2L 2R5 
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www.molson.com 


Change 

2002 2003 2004 vs 03 
Financial Position (Dollars in millions) 
Assets 4,506.3 3,904.1 3,930.6 1% 
Property, plant and equipment 1,188.5 1,026.9 1,022.4 0% 
Intangible assets excluding goodwill 1,690.4 de 55255 1,558.7 0% 
Goodwill 981.3 770.4 789.6 2% 
Capitalization at Book Value 
Short-term debt 58.9 40.6 347.0 n/m 
Cash TARO) 22 21.2 74% 
Short-term debt — net (G25) 28.4 325.8 n/m 
Long-term debt 1,687.2 1,180.0 788.4 (33%) 
Shareholders’ equity ab alee) 1,033.0 1,219.4 18% 
Total capitalization at book value 2,849.0 2,241.4 2,333.6 4% 
Performance Ratios 
Return on shareholder’s equity (i(ii) 19.7% 25.2% 25.1% 0% 
Return on invested capital (iii) T.A% 10.0% 10.7% 1% 


(i) Fiscal 2003 restated by $3.7 million reflecting the previously disclosed stock option expense. Fiscal 2002 has not been restated for the effect of stock option expense. 

(ii) | Excluding the after-tax charge for rationalization costs in fiscal 2004 of $38.5 million, in fiscal 2003 of $41.9 million, and in fiscal 2002 of 
$33.5 million, and minority interest of $8.6 million in fiscal 2004 and $8.4 million in fiscal 2003, the fiscal 2003 gain on sale of 20% of Molson’s Brazilian 
operations of $64.2 million. In fiscal 2004, a $16.0 million increase and in fiscal 2002, a $15.0 million decrease in future tax liabilities due to changes 
in income tax rates were also excluded. 

(iii) Defined as net earnings (Wii) excluding after-tax interest expense divided by average net investment (net investment is calculated as total assets less 
current liabilities excluding the current portion of the long-term debt). 


Common Shares as at March 31, 2004 Stock Exchange Listing 
Outstandin Millions The Toronto Stock Exchange 
Molson is part of: 
Class “A” non-voting AlO}ey al are SDeunees 
Class “B” common 22.4 de oe cex 
Total 127.5 Trading Symbols 
Weighted average — basic Died Class “A”: MOL.A 
Weighted average — diluted 129.0 Class “B”: MOL.B 
Key Dates in Fiscal 2005 
Dividends Record Date _ Payment Date 
June 14, 2004 July 1 
Classes September 14, 2004 October 1 
“A” & “B” shares December 14, 2004 January 1 
March 14, 2005 April 1 
Market capitalization Capitalization at book 
Events Date March 31, 2004 (Dollars in millions) 
(Dollars in millions) 
Annual General Meeting June 22, 2004 
Earnings releases and conference calls: 
First Quarter July 27, 2004 
Second Quarter November 3, 2004 
Third Quarter January 27, 2005 
Fourth Quarter May 3, 2005 
Credit Ratings as at March 31, 2004 
DBRS S&P e 
Rating Trend Rating Outlook ree pag a 
. r, A Ee ®@ Long-term debt 
ommercial paper R-1 (low) Stable - - 2003 | 2004 $788.4 


Senior debt - Molson Inc. A (low) Stable BBB+ Stable 
Senior debt — Molson Canada A Stable BBB+ Stable 
a cate a Ae ee 


® Shareholders’ equity 
$1,219.4 


@ Breweries 


El Offices 


Core Brands 


Owned Partners 

CANADIAN COORS LIGHT 

CANADIAN LIGHT CORONA 

CARLING BLACK LABEL HEINEKEN 

EXLIGHT MGD 

EXPORT 

MARCA BAVARIA 

MOLSON DRY 

RICKARD’S 

Strategic Priorities F’'04 to F’06 Targeted Cost Savings Project 125 

(Dollars in millions) 

> Profitable share gain: Production A1 
"Brands Procurement 35 
"Segments Distribution 40 
“Markets Organization 9 

4 Strategic ee Marketing & Sales - 

> Innovation Total 125 


> Cost savings program: 
-Project 125 


United States 


Main Brands 


Owned 


CANADIAN 
CANADIAN LIGHT 
GOLDEN 
MOLSON ICE 


Strategic Priorities 


> Growth strategy 
> Import pricing 
> Product portfolio identification 
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Main Brands 

Owned Partners 

BAVARIA HEINEKEN 

KAISER 

Strategic Priorities F'03 to F’05 Targeted Cost Savings Projeto Duzentos 

(Reais in millions) 

>. ath momentum Production 43 

> Distri ution and Srocurement 53 
on-premise execution Distribution 20 

= ila a Organization 60 

> Cost savings program: Marketing & Sales 24 

+Projeto Duzentos Total 200 


Molson Shareholder Return Since April 2001 


Molson’s vision is to regain a position as one of the top performing brewers in the world as measured by 
long-term shareholder returns. Over the past five years, Molson delivered on that vision with the leading 
average total return of 27.4% per year. While Molson ranked in first and fourth place among global brewers 
in the fiscal years 2002 and 2003 respectively, 2004 marked a pause in relative shareholder value creation. 


Totai Return 


— Molson Class A non-voting shares 


— Bloomberg Europe 500 beverages index 


=—— S&P 500 brewers index 
— S&P/TSX composite index 


Fiscal 2002 


60.9% 
15.3% 
16.0% 


4.9% 


Fiscal 2003 


(2.3%) 


(21.2%) 
(17.3%) 
(17.6%) 


Fiscal 2004 


(2.4%) 
26.8 
0:5 
Sil 
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Toronto Stock Exchange Q1 
Share Price 
High $24.50 
Low $20.65 
Close $24.00 
Volume traded (millions) DA 
Dividends per share $0.09 


Q2 


$26.87 
$22.33 
$26.87 


13.6 
$0.09 


Q3 


$28.00 
$24.00 
$28.00 


14.6 
$0.10 


2002 
Q4 


$34.92 
$26.01 
$34.92 


22.6 
$0.10 


Qt 


$39.20 
$30.85 
$32.95 


26.3 
$0.10 


Q2 


$33.70 
$26.84 
$31.00 


24.9 
$0.10 


Q3 


$33.50 
$28.03 
$33.45 


2OuT 
$0.11 


2003 
Q4 


$34.60 
$30.70 
$33.67 


22.6 
$0.14 


Qt 


$37.98 
$30.95 
$36.49 


25.2 
$0.14 


Q2 


$37.50 
$33.21 
$33.30 


30.2 
$0.14 


Q3 


$36.45 
$33.00 
$36.10 


22.0 
$0.14 


Profile 


Molson’s vision is to regain a position as one of the top performing 
brewers in the world as measured by long-term shareholder value. 
To realize this vision, Molson must deliver annual EBIT, volume and 
market share targets in Canada, Brazil and the United States. 


Building brand equity and vitality 
through innovation 


Molson believes that innovation is critical to building strong brands and 
maintaining the vitality of established brands. The Corporation will 
leverage innovation in all beer segments of the Molson owned portfolio 
to build brand equity and improve the future outlook of market share. 


Capitalizing on growth opportunities 
in Canada, Brazil and the United States 


Molson continues to exploit the potential of regional and local markets 
in Canada and to capture the growth opportunities in Brazil, the fourth 
largest beer market in the world. Molson has a 50.1% interest in Molson 
USA that markets and sells the Molson brands in the United States, 
one of the largest import beer markets in the world. 


Driving continuous improvement 
in Canada 


Molson recognizes that driving cost savings and achieving global brewing 
standards are key to profitable growth in Canada. The Corporation will 
pursue continuous improvement, building on significant progress made 
over the past four years, and strive to reach performance levels that 
match global brewing standards. 


The Molson Strategy 


Molson remains focused on five key objectives for sustainable shareholder value which 
were introduced in June 1999: 


Message to Shareholders 


“Regaining momentum is the critical objec- 
tive of the Molson management team and 
the focus of the whole Corporation.” 


Molson’s ability to deliver on the commitments made to shareholders during fiscal 2004, was challenged 
in many ways. After four years of delivering more than 14.5% operating profit growth, Molson’s performance 
fell short of the commitments to shareholders. Consolidated operating profit remained virtually the same 
as the previous year at $512.2 million (i). Net earnings decreased 23.2% to $237.0 million. Net earnings 
per share fell from $2.42 to $1.86 per share. 


In Canada, operations maintained double-digit growth, yet the domestic market did prove to be more 
difficult than expected, especially in two key regions — Alberta and Ontario — where discount activity was 
particularly strong, and where Molson was slow to respond. The slow response impacted all aspects of 
the business in Canada: market share, volume and, to a lesser extent, operating profit. Plans and strategies 
were devised to correct these shortfalls. 


In Brazil, as the competitive landscape heated up to an unprecedented level, Molson was confronted with 
the need to address core operational issues. These issues required a singular focus before plans to 
reverse the volume decline could actually be developed and implemented. 


Notwithstanding the constant pressure, the Corporation remained focused on and committed to delivering 
the longer term objectives: 


Grow operating profit in the double-digit range 
Grow market share 

Grow volume by 4% to 5% annually 
Organizational renewal 

Improve quality 


VU 


Beyond the operating profit emphasis, market share was addressed through a considerable effort to 
enrich and revitalize the segments within the Molson portfolio of brands in Canada. CANADIAN was the 
focus of a significant brand building effort that will continue into the new fiscal year. A strong push for 
innovation paved the way for several new market initiatives that were launched in the latter part of the 
fiscal year and that are expected to be the cornerstone for share and volume growth during fiscal 2005. 
A new organization that is both brand and market focused, and designed to address the previous 
shortcomings, is being implemented in Canada. 


(i) Excluding the charge for rationalization costs of $36.3 million in fiscal 2004; the charge for rationalization costs of $63.5 million 
and the $64.2 million gain on sale of 20% of Molson’s Brazilian operations in fiscal 2003. 
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Responses to an equally challenging market in Brazil were quite similar. With the backdrop of a contracting 
beer market and very high level of competitive activity, Molson spent most of the year retooling the critical 
sales and marketing operations and realigning the distributor network. Reinvesting to rebuild the brand 
equity of the flagship brand was also at the top of the list of priorities. 


In essence, through the many initiatives and changes implemented in the last months of fiscal 2004, as 
well as after year-end — including the operational restructuring in Canada — the foundation has been laid 
for regaining momentum in fiscal 2005. 


Regaining momentum is the critical objective of the Molson management team and the focus of the whole 
Corporation. The organizational design, the people, the go-to-market strategy, the investment plans and 
the speed of decision-making have all been addressed to deliver renewed momentum and the profit 
commitments made to shareholders. 
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Grow Operating Profit 


The objective to “grow operating profit” underpins Molson’s vision of regaining a position as one of the 
best performing brewers in the world. Fiscal 2004 was marked by numerous actions designed to improve 
profits over time. The year saw a decline in the EBIT growth pattern established in recent years. EBIT 
remained virtually unchanged compared to fiscal 2003 (i) and did not reach the stated EBIT growth target 
of 14.5% as a result of lower than expected volumes in Canada and Brazil. Going forward, the target is 
double-digit EBIT growth. 


In defining the strategy to continue to grow profits, Molson looked at the performance of the most 
successful global brewers that consistently improved revenue and profit margins in established markets. 
That analysis reinforced Molson’s focus on three major elements: 


1. Profitable volume and share growth 
2. Revenue growth - through both pricing and product mix improvement 
3. Cost savings 


This section covers off the revenue growth and cost savings elements, and profitable volume and share 
growth will be covered off in the following sections. 


Mi iw. Canada 
The key in continuing to improve profit margins in Canada is to grow revenue at least in line with inflation 
while ensuring that cost savings offset all or part of the natural inflation affecting the cost base. The goal 


is to keep revenue increasing and costs decreasing in real terms, over time. This objective is core to 
Molson’s long-term profit plans. 


Revenue Growth 


The second lever, revenue growth, is driven by volume, pricing and portfolio strength. Beyond volume, 
which is driven by category growth, pricing has always been a significant contributor to profit improvement 
and it is expected to continue in that role. As well, profits can be impacted positively by having consumers 
consolidate their brand choices within the Molson family of brands and by having them migrate their brand 
choices towards the upper segments of the portfolio. 


To fully understand and leverage pricing, Molson needed in-depth knowledge of the key elements affecting 
the pricing equation of the various brands, the types of packaging, as well as the channel profitability. 
Consequently, in fiscal 2004, Molson built on initiatives started a year earlier. Financial and operating 
information system upgrades continued with the phased implementation of the SAP system to bring better 
tracking and modeling of the different measures of profitability. 


Molson also strove to strengthen its brand portfolio and product offering where pricing prospects were 
strong and growth rates attractive. Product introductions in the super premium segment, like MARCA BAVARIA 
and MOLSON ULTRA this year, and packaging initiatives such as the RICKARD’S Taster’s packs demonstrated 


this focus. Similarly, the launches of EXLIGHT and CANADIAN LIGHT, positioned high profit margin brands 
in the growing light beer segment. 


(i) Excluding the charge for rationalization costs of $36.3 million in fiscal 2004; the charge for rationalization costs of $63.5 million 
and the $64.2 million gain on sale of 20% of Molson’s Brazilian operations in fiscal 2003. 
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Cost savings 

An extensive Global Benchmarking Study completed in 2002, measuring best-in-class global brewing 
practices in peer companies, inspired Molson to embark on a new cost savings program for the fiscal 
2004 to 2006 period. Project 100, announced in March 2002, targeted $100 million in cost savings. By 
the second quarter of fiscal 2004, additional opportunities were identified and the objective was increased 
to $125 million, and Project 100 was renamed Project 125. Over the three-year span: 


> Capacity utilization savings are expected to reach $41 million 

through improved brewery assets usage and equipment modernization. 

Best-in-class practices and materials sourcing aim at procurement savings of $35 million. 
Costs savings of $40 million for distribution are anticipated 

through capital investment, productivity and supply chain integration. 

> Savings in organizational costs of $9 million are planned. 


= 
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Pra Brazil 


The strategic plan designed to grow Molson’s Brazilian operations is articulated around three key 
components: the optimization of the distribution network; the strengthening of brand equity; and the 
reduction of operating costs. All three address the profitability of the operations. In fiscal 2004, Cervejarias 
Kaiser made considerable strides to engage and realign the Coca-Cola bottler/distributor network in an 
effort to better leverage the footprint and volume opportunities, and a number of measures were taken 
to address the cost structure. 


Revenue Growth 

During the past fiscal year, the Brazilian subsidiary, supported by the Coca-Cola bottler/distributor network, 
revamped sales capabilities and developed a regional sales strategy. Based on this new strategy, sales 
centers in six regional markets were implemented. The investment impacted operating profit in the short 
term, yet it was required to reverse the declining volume trend. 


Over the course of the fiscal year, Cervejarias Kaiser made an effort at reducing the price gap between 
the KAISER PILSEN brand and main competitor brands. While prices were increased by 16% over the 
twelve-month period, the price gap remained. Efforts were also made to improve the product mix between 
the more profitable returnable bottles sold in bars and restaurants and the less profitable non-returnable 
cans sold in supermarkets. It is expected that the more targeted distribution agreement with the Coca- 
Cola bottler/distributor network as well as the sales centers will be key in reducing the price gap in the coming 
year. 


Cost Savings 
Cervejarias Kaiser completed the second year of a three-year R$200 million cost savings program 


called Projeto Duzentos, aimed at reducing costs in capacity utilization, procurement, logistics and 
organization, while creating revenue synergies. Over the course of fiscal 2004, the organization realized 
approximately R$80 million in savings, driven by an organizational redesign and the closure of the 
Ribeirao Preto brewery. Adding in the cost savings achieved in fiscal 2003 brought the program's total 
to R$152 million, leaving R$48 million in cost savings to be achieved in the final year of Projeto Duzentos. 


Grow Operating Profit 


—— United States 

After recording total volume growth for the first time in eight years in fiscal 2003, Molson USA continued 
to grow the CANADIAN brands in fiscal 2004. The impact of this growth, coupled with successful cost 
containment, despite adverse currency movements, enabled Molson USA to cut in half its EBIT deficit. 


Alignment of Shareholder and Employee Interests 


Aligning employees’ efforts to realize profit growth is central to Molson’s strategy. Compensation plans 
were designed to motivate employees at every level to behave as shareholders. Programs such as: 


> the Employee Share Ownership Program (MESOP) through which 57% 

of employees were shareholders of Molson, 
~ the stock option plan which incentivized 202 members of management and 
> the senior executive minimum shareholding requirements, 


each contributed to focus employees on value creation through operating profit growth. In addition, the 
Economic Value Added (EVA®) program introduced in fiscal 2001, continued to act as the measuring tool 
for investment management and the basis for employee bonus attribution. 


EBIT (!) remained virtually unchanged compared to fiscal 2003 and did not reach the stated 
EBIT growth target of 14.5% as a result of lower than expected volumes in Canada and 
Brazil. Going forward, the EBIT target is double-digit growth. 


EBIT () 


(Dollars in millions) 


DoOOrmanb Si ies macho lelnS $512.2 


ae 


2001 | 2002 


(restated) 


(i) Excluding the charge for rationalization costs of $36.3 million in fiscal 2004; the charge for rationalization costs of $63.5 million 
and the $64.2 million gain on sale of 20% of Molson’s Brazilian operations in fiscal 2003; and the charge for rationalization 


costs of $50.0 million in fiscal 2002. 
pix. 
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Grow Operating Profit 


@ Canada } 
@ Brazil | 
B United States 
®@ Consolidated 


Segmentation of EBIT (i) 
(Dollars in millions) 


F'O2 


F'03 


(restated) 


Fiscal 2004 was marked by considerable activity 
in implementing the right measures to improve prof- 
its over time but represented a pause in historical 
EBIT growth, which did not reach the stated target 
of 14.5% as a result of lower than expected volumes 
in Canada and, especially, Brazil. 
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The target of $125 million in cost savings, 
announced in September 2003, for the fiscal 2004 
to 2006 period, aims to align Molson’s cost struc- 
ture in Canada with those of the best-in-class global 
brewers as documented in an extensive Global 
Brewing Benchmark Study completed in 2002. 


At the end of fiscal 2004, $45 million of the objec- 
tive was in place. 
“(See note on the previous page. =~=~*~C~<CS 
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As in previous fiscal years, the EBITDA margin (i) in 
Canada continued to progress in fiscal 2004. On 
a consolidated basis, margins (') were impacted by 
the retooling of the marketing and sales functions 
in Brazil. 
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Cost Savings Program in Brazil: Projeto Duzentos 
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Launched in May 2002 as Projeto Cem, this cost 
savings program in Brazil exceeded expectations 
in the first year and was expanded to Projeto 
Duzentos, targeting R$200 million in cost savings 
for the fiscal 2003 to 2005 period. Two years into 
this program, R$152 million in savings had been 
implemented. 
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In Canada, the objective of growing market share was challenging, yet successful in some areas. Total 
market share decreased 0.6 points from 44.4% to 43.8% over the past fiscal year, however, core brands 
progressed 0.9 points with core owned brands contributing to that performance. The growth of core owned 
brands represents an important step towards rebalancing Molson’s brand portfolio in favor of owned 
brands. Molson participates in all segments of the market in Canada — super premium, premium, light 
and value — and has a clear strategy for leadership in each segment. 


In the Quebec/Atlantic region, Molson was successful in gaining total market share, with a final tally for 
the year of 43.8% in the region — up 0.8 points over last fiscal year. The increase can be attributed to 
organic growth within the entire region, but more importantly to growth of 0.9 points in Quebec, where 
market share reached 49.7%. 


Molson’s super premium segment gained share in the Quebec and Atlantic regions. All major brands in 
the segment advanced: imports, such as MARCA BAVARIA despite the fact that it was launched later than 
in other parts of the country, as well as domestics, through the RICKARD’S family of brands. The light 
segment continued to be a major source of growth in fiscal 2004 as COORS LIGHT was flanked by EXLIGHT, 
a new owned brand. The Corporation’s objective was to have the EXLIGHT brand gain and secure the 
number two position in this segment, a position it achieved in its initial year. 


In the premium segment, MOLSON DRY and EXPORT ran up against the strength of other Molson portfolio 
brands in the super premium, light and value segments. The CARLING BLACK LABEL family performed 
well as a near-premium brand in the value segment, gaining share in the region. 


The Ontario/West region experienced similar share growth in the super premium category, led by MARCA 
BAVARIA. Over fiscal 2004, MARCA BAVARIA held the number seven spot in the super premium import 
segment, while RICKARD’S, the other Molson owned brand, also showed progress. MOLSON ULTRA, a 
new and late addition to the super premium segment, took off strongly in the Ontario/West region and 
North American trends suggest the segment will continue to grow for the foreseeable future. Molson 
plans to build on this momentum with the introduction of MOLSON ULTRA in draught and single serving slim 
cans. 


In the premium segment, CANADIAN was impacted by the accelerated development of the value segment 
particularly in Ontario and Alberta, where competitive product offerings were at the bottom of the pricing 
spectrum. In those markets, the CARLING BLACK LABEL brand was successfully positioned as excellent 
quality at the right price. Finally, CANADIAN LIGHT testing was completed at the end of fiscal 2004 and 
strong consumer demand for the product has paved the way for a national roll-out in fiscal 2005. 


Paw Brazil 


In fiscal 2004, Cervejarias Kaiser was confronted with an extremely competitive environment in Brazil. KAISER 
PILSEN came under significant pressure from competitor brands that recorded unprecedented advertising 
spend, all this while the organization was focusing on rebuilding the sales function to improve the ability to 


execute in the market place. Consequently, market share in Brazil declined from 14.6% in fiscal 2003 to 12.4% 
in fiscal 2004. 


The Brazilian subsidiary took a major step forward in the latter part of fiscal 2004 by rebuilding the 
flagship KAISER PILSEN brand. It moved to change the image of the brand, reformulated the liquid and 
launched a new advertising campaign. Extensive market research went into the reformulated KAISER 
PILSEN, billed as the new beer tailor-made to meet the Brazilian beer drinker taste profile. Cervejarias 
Kaiser is poised to see the results of this investment in fiscal 2005. 


E—— United States 

Molson USA continued to focus on creating momentum for the CANADIAN trademark within the import 
beer segment, while attempting to slow the market share erosion of GOLDEN and MOLSON ICE. 
The CANADIAN trademark grew by 26% in fiscal 2004. In the 2003 calendar year, CANADIAN was the 
fastest-growing of the top 25 import brands in the United States. MOLSON ICE was supported mostly 
through point of sales material and promotional pricing, while GOLDEN’s volume continued to move over 
to the CANADIAN trademark. 


Molson used print, radio and outdoor advertising as the primary means of winning the young adult 
consumer with the base positioning of “helping people connect”. The positioning was supported 
on-premise with Molson Twin Labels (back labels with witty sayings) which remained very popular with 
consumers and bar staff. Two hundred and twenty different back labels have been produced to date. 


Molson USA also conducted Chiller Beach promotions in 13 markets across the United States. These promotions 
were on-premise parties to which patrons won entry and were treated to various forms of entertainment. 


Going Forward 


Innovation will be the cornerstone to grow market share, playing a key role in building opportunities for 
growth in the super premium segment and in bringing news to the existing premium brands in Canada. 


Sustained efforts will be made to strengthen the CANADIAN brand in the premium segment. Significant 
upgrades of several elements of the marketing mix were developed in fiscal 2004 and will be launched 
during fiscal 2005. Among them were the redesigned packaging including a customized die-cut label for 
bottles, a new look for cans, as well as a refreshed outer case. These changes have scored strongly in 
consumer research with respect to purchase intent, quality image and more contemporary look and feel. 
In addition, CANADIAN LIGHT will be rolled-out nationally in fiscal 2005, further cementing the Corporation’s 
leadership in the light beer segment. 


In Brazil, Cervejarias Kaiser will continue to invest in the brands and to enhance on-premise market 
execution in an effort to reverse the market share trend and will focus on expanding numeric distribution 
to drive increased sales of the GOOmI returnable bottles. The resulting expanded distribution will be 
backed up by greater media support to generate increased trial. 


In the United States, the market for imports grew 3.5%, and Molson USA is committed to making the right 
investments in order for the CANADIAN trademark to capitalize on and exploit this growing segment. 
Molson USA will focus on continuing to improve brand presence in fiscal 2005 in the on-premise channel. 
This remains crucial to raising the profile of the Molson brand among young adult consumers. 
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Estimated segmentation of the 
Beer Market in Canada 
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Volume by geographic sector (%) 


United States 


Canada 


44.9% 


Brazil 


Grow Volume 46 ‘ 8% 


Mu... Canada 

Overall, Molson volume progressed 0.7% in Canada, reaching 9.43 million hectoliters, yet it recorded 
slower growth than the industry which moved up 2.0%. As was the case in fiscal 2003, new initiatives in 
the light and the super premium domestic and import segments contributed to the higher volume level. 


The Quebec/Atlantic region recorded volume growth of 3.3% over last year. Product introductions and 
new packaging were the biggest drivers of volume. EXLIGHT in the light premium category, MARCA BAVARIA 
and MOLSON ULTRA, a new lower-carbohydrate entry, in the super premium segment are prime examples 
of these efforts. In the on-premise channel, long-term commitments with leading accounts such as 
East Side Mario’s and Casey’s in Quebec (Prime Restaurants of Canada) and La Cage aux Sports were 
also renewed, thus contributing to a solid volume foundation. Volume in Quebec was 2.7% higher than 
the previous fiscal year. 


Volume in Ontario/West decreased 0.6% over the prior year. Notwithstanding this drop, Molson drove 
efforts to build volume in specific areas. In the retail channels, Molson increased the focus on the LCBO 
stores, proactively managing its presence throughout the store network. This focus contributed to higher 
year over year volume in the channel. In Alberta, where the private retail network dominates the landscape, 
Molson bolstered the sales group to address this network and volume has grown with the larger customers. 
In the on-premise channel, Molson continued to strengthen its relationships with several key large 
customers, such as Cara Operations, The Keg® and Boston Pizza. It also added another large account, 
Shoeless Joe’s, a chain of sports-themed casual dining restaurants across Ontario. 


| a Brazil 


In the past year, Molson’s Brazilian operations experienced a volume drop of 17.5% over the previous 
fiscal year in a market where the industry volume itself declined by an estimated 3.4%. In the Sao Paulo 
region, the largest region from a volume perspective, the volume drop was significant and represented 
approximately 46% of the total volume drop during the year. A series of measures were taken to bolster 
the sales activity. Among them, the hiring of key sales leadership with beer sales experience; the creation 
of Kaiser-managed sales teams to work with the Coca-Cola bottler/distributors in six key regions including 
Sao Paulo; the introduction of sales plans, standards and objectives; and the implementation of sales 
technology to assist with on-premise tactics. In the latter part of fiscal 2004, these measures contributed 
to lessen the decline in volume and even to reverse the negative trend in some geographic areas. 


—t—— United States 

In fiscal 2004, Molson USA grew volume by 1.4%. Volume for the CANADIAN trademark grew 26%, while 
volumes for MOLSON ICE and GOLDEN were down 12% and 18% respectively. This reflected Molson USA’s 
strategy to aggressively grow the CANADIAN trademark in key US markets. 


Toward the end of fiscal 2004, Molson seized a market opportunity by introducing MOLSON Xxx, a full- 
flavored, full-strength beer, into a select set of North East markets. Though virtually unsupported, 
MOLSON XXX was very well received by distributors and consumers alike and contributed to volume 
growth. 


The Corporation continued to align itself more closely with the Coors distribution network in key Molson 
markets. By March 2004, Coors distributors accounted for 85% of Molson USA's distributors. This strategy 
delivered improved results and better leverage of the Coors local market infrastructure. 


Going Forward 


Considerable foundation work was laid for the coming year. Product innovations launched towards the 
end fiscal 2004, such as COLD SHOTS, CANADIAN LIGHT and MOLSON ULTRA, should propel volume 
growth across Canada in fiscal 2005. As well, advances in packaging will continue to be a means for 
refreshing the core owned brands and for competitively responding to key on-premise account needs, 
such as EXLIGHT and MOLSON ULTRA in draught. 


In Brazil, Molson is encouraged by initial signs emerging from the corrective measures put in place to 
generate sales and from efforts made to enhance relationships with Coca-Cola bottler/distributors. These 
initial signs could lead to volume improvements during the coming fiscal year. 


Molson USA’s primary goal for fiscal 2005 is to grow overall volume on the strength of the CANADIAN 
trademark. Packaging innovation will remain a key part of volume delivery in the retail channel as a 
way of making a meaningful contribution to retailers and distributors. Molson USA will continue to 
expand beyond the North East and Mid-West markets. The opportunity for further growth is substantial, 
given the CANADIAN momentum in the past year and because the import segment represents 
23 million barrels (27 million hectoliters) of the total US beer market, exceeding the size of the market 


in Canada. 


Grow Volume 


Molson volume grew slightly in Canada, was virtually flat in the United States and decreased 
substantially in Brazil. 
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Organizational Renewal 


Fiscal 2004 represented a year focused on attracting and developing people, and putting in place the 
appropriate organizational design for the future. 


Organizational Design 


To address the need to regain momentum, Molson made fundamental organizational changes in both 
Canada and Brazil. 


In Canada, in the latter part of the year, a new structure was designed to deliver both profitable volume 
and share growth by focusing on priority brands and priority markets through a national brand group and 
an integrated but decentralized sales organization connected to the local markets. When implemented 
in April 2004, the new organization leveraged the depth and expertise within it by moving strong performers 
into high-impact roles with national scope. From a succession planning perspective, it will develop additional 
strong talent for key senior management positions. 


In Brazil, Cervejarias Kaiser rebuilt the leadership and put in place regional sales managers whose 
objectives are to deliver improved numeric distribution. This move was followed by the hire of more than 
1,200 experienced sales people in six regional sales centers. While experienced in their field, they were 
rigorously trained and equipped to be effective in the on-premise area and to sustain quality implementation 
of promotional and sales strategies and tactics in the market. In addition, Cervejarias Kaiser hired a new 
head of marketing and a new advertising agency, both to strengthen brand equity. 


Leadership Development and Succession Planning 


Similar to fiscal 2003, the Corporation identified a select group of high potential employees who benefited 
from a series of development activities which included enriched on the job development, 360° development 
feedback, classroom sessions and mentoring from senior executives. Several participants in these development 
activities have moved on to more senior positions in the Corporation over the past twelve months. 


Over the years, the Corporation has enhanced its strong commitment to the Production Leadership 
Program focused on hiring high potential post-secondary graduates and providing significant development 
through job rotations during their initial two years with Molson. This program has produced many of the 
Corporation’s technical and brewing leaders. Additional emphasis is being placed on developing the 
leadership qualities of program members while maintaining the high standard of technical excellence. 
The depth of brewing expertise remains critical for product quality innovation and cost competitiveness. 


The Corporation also continued to reinforce its commitment to succession planning by cascading the process 
down through the organization, holding functional reviews and implementing a scorecard to monitor progress. 


In fiscal 2005, the Corporation will be rolling out a program to develop a stronger talent pipeline in the 
strategic marketing function. The program is based on best practices learned from other leading marketing 
companies. The program will attract top university graduates, as well as early career individuals who have 


exhibited strong performance capabilities, and provide the training and coaching programs to develop 
them into outstanding marketers. 
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Organizational Renewal 


Optimal Work Environment 


Molson continued to implement an Optimal Work Environment philosophy designed to improve the overall 
workplace. Areas of continuous improvement included development and enhancement of team leaders’ 
roles in the breweries, standard skill training programs and increased business communications at all 
breweries. 


Long-term labor agreements were reached with unions representing employees at the Toronto, Montreal 
and Edmonton breweries, as well as with Quebec employees in the distribution area. These agreements 
met employees’ needs and provided the Corporation with the operating flexibility required to meet financial 
goals. For example, in terms of operational flexibility, they allowed for the implementation of semi- 
autonomous teams in the brewery and distribution operations. This kind of team set-up encourages 
employee empowerment and ownership of project improvement results. 


The Corporation continued to increase employee involvement in the workplace. For example, employees 
participated in the decision-making process relating to capital investments for the Toronto and Edmonton 
breweries. As well, current upgrades in employee facilities include a physical fitness center in Toronto 
and improved cafeterias in Edmonton and Toronto. 


ries D3 Mols . 2004 Annual Report 
Pets tt i ili. 


Improve Quality 


Mi uw. Canada 

The corporate-wide initiative called Renaissance in Brewing continued in fiscal 2004. This initiative is 
designed to deliver world-class performance through process improvement, capital investment and the 
power of its employees. 


The global benchmarking study completed in fiscal 2002 established targets which define best-in-class 
performance for the brewing facilities. Improvements against these targets were achieved during fiscal 
2004. Lines ran more efficiently and productively, utilities usage and waste was reduced, quality improved 
and the workplace made safer. Many of these improvements were made possible through capital investment. 


A new can line installed in Vancouver during fiscal 2002 has improved continually in both the mechanical 
aspects of the line and the working practices of the team accountable for its operation. By the end of 
fiscal 2004, the line had achieved productivity and efficiency performance very close to the best-in-class 
standard Molson established as a measure of Success. 


In Toronto, the new bottling line installed at the end of fiscal 2003 underwent a fine-tuning process similar 
to that undertaken in Vancouver. The Toronto line attained its best performance in the latter part of fiscal 
2004 delivering productivity and efficiency performance approaching the target. 


Quality is managed at Molson in three distinct categories: incoming raw materials, conversion in the 
brewery, and consumer and customer satisfaction. 


Molson entered the second year of a supplier quality management program enjoying increased participation 
by the Corporation’s supplier base. A key measure of the program tracks brewery satisfaction with the 
quality delivered. This year, the overall satisfaction rate improved 18%. Molson established a supplier 
feedback system which focused on team oriented problem resolution. In the past fiscal year, Molson 
recognized Inland Printing Company as “Supplier of the Year”. 


Converting raw materials into high quality, cost-efficient finished products the first time every time is 
Molson’s goal. Improvements in this area are made each year. In fiscal 2004, an 18% improvement in 
“right the first time” manufacture was achieved over fiscal 2003. 


Consumer and customer satisfaction is the ultimate measure of quality. The quality of products at retail 
improved 25% year over year as measured by in market audits conducted by quality professionals. An 
additional measure of this improvement can be seen in an 8% drop in consumer complaints. 


The safety of the work environment and employees is of paramount importance to Molson. Through 


continuous improvement activities in the breweries, the frequency of lost time accidents fell 16% and the 
severity of those accidents was down 11%. 


Two years into the Renaissance in Brewing, Molson estimates that it is one third of the way to achieving 
the goal of best-in-class brewer status. 
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Improve Quality 
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At the time of acquisition, Cervejarias Kaiser was performing close to best-in-class standards as defined 
by the global benchmarking study. It continued to improve its performance, striving to achieve on all 
measures. The focus in fiscal 2004 was threefold, a) continuously improved knowledge transfer, b) capacity 
optimization and c) synergistic opportunity delivery. 


In fiscal 2004, activities were completed, which harmonized many measures of performance between 
Cervejarias Kaiser and Molson to achieve knowledge transfer. The process began with the transfer of a 
brewery management approach from Cervejarias Kaiser to Molson. This will supplement our overall 
Production Strategy. 


Optimization of capacity within the brewing network in Cervejarias Kaiser continued during fiscal 2004 
with the closure of the Ribeirao Preto facility. This is the fourth brewery closure in two years. 


In the Queimados brewery near Rio de Janeiro, capital investment was completed to add the capability 
to supplement the North American MARCA BAVARIA launch with new packaging formats and specialty 
packs and to support the brand’s further geographic expansion. 


E—— United States 

Molson USA made significant improvements to quality in fiscal 2004, leading to the strongest distributor 
satisfaction numbers it has ever achieved. Logistically, moving beer from the brewery through distributors 
to the final consumer was streamlined. In fiscal 2004, beer arrived at market five days earlier and fresher 
than it did the previous year. These enhancements in supply chain and logistics made Molson USA 
competitive with the leading import in the benchmark distributor service ratings. 


Going Forward 


Molson made great strides in fiscal 2004 toward the achievement of best-in-class brewer status in all 
performance measures. 


In fiscal 2005, Molson will continue to enhance and execute against the roadmap to close the gap. 
Molson is evaluating investments in brewing capabilities, improved maintenance practices, additional 
line upgrades, reduced utilities consumption, and, as always, improved quality and a safer workplace. 
The Renaissance of Brewing continues on the path to best-in-class. 
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The Molson Donations Fund 


Community investment has been a priority since Molson’s inception 
more than two hundred years ago. For the past 30 or more years, 
the Molson Donations Fund (MDF) has been the main vehicle for 
the Corporation’s charitable contributions within Canada. Donations 
through the MDF reached $1.75 million in fiscal 2004. 


Areas of focus for the MDF include post-secondary campus pro- 
grams in support of student leadership and volunteerism; retrain- 
ing programs for disenfranchised young adults; capital projects and 
enhancements for community centers and arenas; health care ini- 
tiatives; and the United Way. In addition, Molson has always been 
proactive in reaching out to Canadians in emergencies that threaten 
the community. 


Since 1990, the Corporation has participated in the Canadian Center 
for Philanthropy’s IMAGINE program, pledging on average a mini- 
mum of 1% of Molson Canada’s pre-tax income to charitable pro- 
grams. IMAGINE promotes public and corporate giving, volunteering 
and support of Canadian communities, and strengthens partner- 
ships between the corporate and charitable sectors. 


Molson also makes substantial charitable donations outside the 
MDF, totaling approximately $8.5 million over the last three fiscal 
years. Beyond charitable contributions, Molson donated $3.8 mil- 
lion to the development of top amateur athletes, believing that their 


commitment, their drive and their passion 
should be recognized and celebrated. The 
Corporation also directed $2 million to the 
Molson Local Heroes® program, while 
approximately $3 million was committed to 
programs endorsing the responsible use of 
alcohol. 


Student leadership 
and volunteerism 


Organizations supported by the MDF include 
Frontier College, Canada’s original literacy 
organization. Frontier College’s Students 
for Literacy program recruits, trains and 
supervises university students who work 
as volunteer tutors. During the past decade, 
the MDF has provided over $300,000 to 
Frontier College to train more than 12,000 
university students on more than 40 cam- 
puses nationwide. In the last year alone, 
the MDF’s investment in Students for 
Literacy totaled $50,000. 


The Best Buddies program is designed to 
encourage post-secondary and college stu- 
dents to befriend adults with intellectual 
disabilities. Since partnering with Best 
Buddies in 1995, the MDF has provided 
more than $125,000 to expand the pro- 
gram from Ontario to nearly 60 schools 
across Canada. Fiscal 2004 marked the 
beginning of a three-year, $36,000 com- 
mitment to this organization. 


Outward Bound, an educational organiza- 
tion driven to inspire self-esteem, self- 
reliance, as well as concern for others, helps 
build tomorrow’s good and caring citizens. 
With that as a backdrop, Molson kicked off 
a three-year investment in Outward Bound 
that will add $30,000 to the organization’s 
financial capabilities to deliver on its mission. 


SATURDAY, APRIL 3RO 


Consistent with Molson’s commitment to volunteerism, the Corporation 
not only matches employees’ charitable donations — but also dou- 
bles the dollar amount of their contributions if they donate time as 
well aS money. 


Amateur Athletics 


In February 2004, Molson pledged $3 million over the next six years 
to the See You In Athens Fund, a not-for-profit organization that 
supports top amateur athletes in reaching their performance goals 
and in representing Canada on the world stage. 


Prior to the 2004 World Women’s Hockey Championship in Halifax, 
Molson donated $100,000 to the players to offset training costs. 
Additional donations were made to support amateur hockey 
programs in New Brunswick, Newfoundland and Prince Edward Island. 
The Corporation also provided $88,000 to 22 members of the 
Canadian Rowing Team to help defray expenses in preparing 
for Athens. 


Education 


In fiscal 2004, the John Molson School of Business at Concordia 
University received a third $500,000 installment of a 10-year, 
$5 million commitment from the MDF. The donation honors John 
Molson, the Corporation’s founder, his descendants and all of the 
business leaders who have built their careers at Molson, while con- 
tributing to Montreal’s and Canada’s growth and development. 
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Molson was very active last year in helping 
Toronto recover from the severe acute res- 
piratory syndrome (SARS) crisis. The 
Corporation kicked off an initiative that 
became, over a short period of time, a city- 
wide project to revive the hurting hospitality 
workers’ industry. By challenging Toronto- 
nians to get back to their great social ways, 
Molson contributed $100,000 from a “pub 
and bar hop” towards the Molson Hospitality 
Employee Relief Fund, which offered local 
industry workers financial help, job search 
assistance, job retraining, rent bank assis- 
tance and food vouchers. Since the city 
needed greater momentum, Molson became 
a key enabler in the staging of a major con- 
cert headlined by the Rolling Stones: Molson 
Canadian Rocks for Toronto. 


As the largest paid concert event in Canada’s 
history, it attracted almost half a million 
fans from around the world. Proceeds from 
the concert were donated to the Molson 
Hospitality Employee Relief Fund and to the 
creation of a scholarship fund used by health 
care providers to upgrade their training in 
infectious diseases. The concert raised 
$250,000 for each of these two funds. 


The Town of Badger, Newfoundland received 
$20,000 in assistance when severe flood- 
ing occurred in the spring of 2003. In the 
British Columbia interior, Molson contributed 
$100,000 to relief efforts for residents 
affected by forest fires. 


Health Care Initiatives 


With a special interest in the care provided 
by large urban hospitals’ trauma units, the 
MDF is a longtime supporter of St. Michael’s 
Hospital in Toronto. The $100,000 donated 
to date included $25,000 in fiscal 2004 
for redevelopment of the Cara Phelan 
Centre’s Trauma and Neurosurgery Intensive 
Care Unit. 


In the 1980s, Molson was among the first 
large Canadian companies to take a lead- 
ership role in the fight against AIDS. The 
Corporation is the National Founding 
Sponsor of AIDS Walk Canada, an annual 
event with participants in nearly 140 com- 
munities across the country. It supports 
major AIDS fundraising initiatives in 
Montreal, Toronto and Vancouver. During 
the past fiscal year, a total of $155,000 
was directed towards AIDS research and 
awareness. 


ann 
@ 


Skil 


| DON'T DRINK AND DRIVE. CALL 1-888-TAXIGUY. 


1-B88-TAXIGUY... 


Responsible Use 


Molson recognizes and accepts its important 
role in encouraging responsible use. The 
Corporation voluntarily developed programs 
in support of this objective prior to any other 
Canadian company. The effort extends well 
beyond advertising and promoting the safe 
drinking message. In 1998, Molson was the 
founding sponsor of 1-888-TAXIGUY, which 
enables consumers to call or preorder a cab 
by using the same, easy to remember, toll- 
free number, in any one of more than 700 
Canadian cities and towns. More than 
150,000 phone calls have been made to date 
through the program. Molson promotes the 
Don’t Drink and Drive message at sports and 
entertainment events, on university campuses 
and on-premise across Canada. 


The Corporation also sponsors cooperative 


programs within the brewing industry that 
raise public awareness of responsible use 
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Local Heroes’ 


and support research on traffic safety. These 
programs are operated in partnership with 
employees, community groups, police and 
health care professionals. 


Local Heroes® 


Local Heroes® offers funding to individuals 
who wish to volunteer and take on a com- 
munity project such as repairing, revamp- 
ing or revitalizing existing recreational 
facilities, which are free of charge and acces- 
sible to everyone in the community. Each 
project was eligible for up to $4,000 from 
Molson for the cost of materials. Community 
volunteers contribute the necessary labor 
and coordinate all project details. In what 
was the last year for this program, the 
Molson Local Heroes Program provided more 
than $612,000 for 373 projects in Canada. 
During its six-year history, the program 
invested $4,410,993 for 2,864 projects. 
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Consolidated operating profit (EBIT) was up 0.1% at 
$512.2 million and EBIT in Canada up 11.6% 
to $537.7 million, excluding items noted below() 


Consolidated net earnings decreased 23.2% from 

~ $308.7 million to $237.0 million. Excluding items noted 
below (ii), net earnings increased 1.8% to $282.9 million 
from $278.0 million 


- Consolidated net earnings per share decreased 23.1% 
from $2.42 per share to $1.86 per share. Excluding the 
items below (ii), net earnings per share increased 2.3% 
from $2.18 per share to $2.23 per share 


Cash flow from operations before working capital and 
rationalization costs decreased 9.4% to $335.4 million 


Consolidated net sales revenue up 0.4% to $2.5 billion, 
net sales revenue in Canada up 3.2% 


Total Molson beer volume down 8.9%: volume in Canada 
up 0.7% and volume in Brazil down 17.5% 


Core brand market share in Canada up 0.9 share points, 
total market share in Canada down 0.6 share points 


(i) (ii) See notes on following page. 
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The following comments are intended to provide a review and analysis of the Corporation’s results of operations and 
financial position for the year ended March 31, 2004 in comparison with the year ended March 31, 2003, and should 
be read in conjunction with the consolidated financial statements and accompanying notes. Unless otherwise indicated, 
all amounts are expressed in Canadian dollars. 


Overview 


In fiscal 2004, the Corporation delivered double-digit operating profit growth in Canada through continued cost focus 
and production efficiencies as well as improved innovation and a moderately favorable pricing environment. In Brazil, 
volume declines, as a result of disappointing performances in specific regions, had a negative impact on operating 
profit. Investment in sales and marketing in Brazil was increased 
with both the re-launch of Kaiser and the establishment of the new 
sales centers. Volume performance has started to improve as the 
sales centers came fully on stream and several Coca-Cola bottlers 
also showed volume improvement in the fourth quarter of fiscal 
2004. 


Net sales revenue 
(Dollars in millions) 


$1,857.1 | $2,102.3 | $2,515.2 | $2,525.5 


| } 
| 
| 
| 


2001 | 2002 | 2003 2004 


The market share performance was mixed: core brand market share 
in Canada gained 0.9 share points, while overall market share fell 
0.6 share points. Market share in Brazil was 12.4%, down 
2.2 share points due to aggressive marketing spending by both 
major competitors in Brazil. 


(i) Excluding the charge for rationalization costs in fiscal 2004 of $36.3 million and in fiscal 2003 of $63.5 million and the fiscal 
2003 gain on sale of 20% of Molson’s Brazilian operations of $64.2 million. 

(ii) Excluding the after-tax charge for rationalization costs in fiscal 2004 of $38.5 million and in fiscal 2003 of $41.9 million and 
minority interest of $8.6 million in fiscal 2004 and $8.4 million in fiscal 2003, the fiscal 2003 gain on sale of 20% of Molson’s 


Brazilian operations of $64.2 million and, in fiscal 2004, a $16.0 million increase in future tax liabilities due to increased 


income tax rates in Ontario. 
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Financial Highlights 


Years ended March 31 


(Dollars in millions, except per share amounts) 2004 2003 
(restated) (i) 

Sales and other revenues (ii) $3,472.8 $ 3,529.2 
Brewing excise and sales taxes 947.3 1,014.0 
Net sales revenue $2,525.5 G3 Dwills. 2 
Earnings before interest, income taxes and 

amortization (EBITDA) and the under-noted $°2515.3 $ 576.8 
Gain on sale of 20% of operations in Brazil - (64.2) 
Provisions for rationalization 36.3 63.5 
EBITDA 539.0 SES 
Amortization of capital assets 63.1 64.9 
Earnings before interest and income taxes (EBIT) 475.9 512.6 
Net interest expense 91.5 95.4 
Income tax expense 166.5 AAO 
Earnings before minority interest 217.9 302.2 
Minority interest 19.1 6.5 
Net earnings $ 237.0 $7 308en 
Basic net earnings per share $ 1.86 $ 2.42 
Diluted net earnings per share $ 1.84 See os 
Cash provided from operations before working capital 

and rationalization costs $ 335.4 $e 370,0 
Dividends per share $ 0.56 $ 0.42 
Weighted average outstanding shares (millions) 

Basic 127.1 7/8) 

Diluted 129.0 129.5 


(i) Restated by $3.7 million for the year ended March 31, 2003 reflecting the previously disclosed stock option expense. 
(ii) Results for the year ended March 31, 2003 include 100% of the results of the Corporation’s Brazilian operations and the 
minority interest account reflects 20% of the net earnings of the Brazilian operations from April 18, 2002 thereafter. 
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For the year ended March 31, 2004, net sales revenue increased 0.4% to $2.5 billion. The increase was comprised 
primarily of a 3.2% revenue increase in Molson’s operations in Canada offset by lower net sales in Brazil of 10.4% 
due to lower volumes. 


Net earnings for the year ended March 31, 2004 were $237.0 million compared to $308.7 million for the prior year. 
The current year’s earnings included a charge for a previously announced plant closure in Brazil in the amount of 
$43.3 million partially offset by a pre-tax gain of $7.0 million, for a net rationalization provision of $36.3 million. 
Fiscal 2004 also included a $16.0 million non-cash increase in income tax expense due to higher income tax rates 
in Ontario. The prior year’s earnings included a gain of $64.2 million on the sale of 20% of Molson’s operations in 
Brazil and a pre-tax charge for the previously announced plant closures and other costs relating to Bavaria in Brazil 
in the amount of $63.5 million. 


Net earnings for the year, excluding the non-cash increase in future income tax liabilities of $16.0 million, the charge 
for rationalization costs in both periods, net of minority interest, and the gain on sale of $64.2 million in the prior 
fiscal year, were $282.9 million or a 1.8% increase from $278.0 million for the same period last year. Net earnings 
per share were $2.23 compared to $2.18 per share last year on the same basis. 


As disclosed in the first quarter of fiscal 2004, the Corporation started expensing the cost of stock options effective 
April 1, 2003 with a restatement of the prior year’s results. The impact in the year ended March 31, 2004 was 
$5.2 million and the previously disclosed impact of $3.7 million for the year ended March 31, 2003 was restated 
in the prior year’s figures. 


Net interest expense for the year was $91.5 million which was $3.9 million lower than the prior fiscal year reflecting 
the overall decrease in average net debt in Canada partially offset by higher interest bearing liabilities in Brazil. 


The effective tax rate for the year ended March 31, 2004, excluding the non-cash tax expense of $16.0 million and 
the rationalization provision, was 35.2%. The provision for income taxes for the year ended March 31, 2003, excluding 
the tax recovery of $21.6 million relating to the provision for rationalization and the gain on sale, was 32.8%. This 
increase in the tax rate in fiscal 2004 reflected the impact of higher income tax rates in Ontario and the mix of 
earnings between Canada and Brazil. 


There was no tax recovery recorded on the fiscal 2004 first quarter provision for the plant closure or the current year 
operating losses in Brazil since the Corporation has significant unrecorded benefits of tax losses available for carry 
forward as well as tax deductible goodwill in Brazil. Any benefit from utilization of these losses will be recorded in 
the accounts when realized. 


Amortization of capital assets for fiscal 2004 decreased to $63.1 million compared to $64.9 million last year primarily 
due to lower depreciation expense in Brazil resulting from recent brewery closures. 


Cash flow from operations before changes in working capital and rationalization costs for the year ended March 31, 
2004 decreased by 9.4% to $335.4 million, compared to $370.1 million for the same period last year reflecting 
higher funding in fiscal 2004 of prior year’s EVA bonuses as well as higher cash taxes payable due to the mix of 
earnings partially offset by higher net earnings before rationalization costs. Cash used for working capital in fiscal 
2004 related primarily to higher funding of both income taxes in Canada and accounts payable. 
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Review of Operations 


Molson’s business operations consist of the ownership of 100% of Molson Canada; 80% of Cervejarias Kaiser Brazil, 
S.A. (“Kaiser”); 49.9% of Coors Canada (results proportionately consolidated) and 50.1% of Molson USA, which 
markets and distributes the Molson brands in the United States (results also proportionately consolidated). 


The following table contains a summary of the Corporation’s financial results for fiscal 2004 with a comparison to 


fiscal 2003: 


Years ended March 31 


(Dollars in millions) 2004 2003 
(restated) 
Sales and other revenues $3,472.8 $ 3,529.2 
Brewing excise and sales taxes 947.3 10140 
Net sales revenue $ 2,525.5 G3 Diswlis 
EBITDA before the under-noted $ 575.3 ¢ 5/768 
Amortization of capital assets 63.1 64.9 
Operating profit (EBIT) before the under-noted 5i2:2 Leyla Le) 
Gain on sale of 20% of operations in Brazil - (64.2) 
Provisions for rationalization 36.3 6325 
EBIT $ 4759 $512.6 
The following table details certain financial information by business unit: 
Sales and Other Net Sales 
Revenues Revenue EBITDA EBIT 

Years ended March 31 
(Dollars in millions) 2004 2003 2004 2003 2004. 2003 2004 2003 
Canada (i) 2,659.3 2,628.3 | 2,065.6 2,001.4 581.3 526.4 a me Doial 481.7 
Brazil (ii) 737.9 816.0 396.2 442.1 (2.9) BOIS (22.3) 36.5 
United States 75.6 84.9 63.7 (Au (3.1) (6.1) (3.2) (6.3) 
Totals before the following: 3,472.8 3,529.2 | 2,525.5 DS Wsy 2 575.3 syAss} | subed 511.9 
Gain on sale of 20% of 

operations in Brazil - = = = = 64.2 as 64.2 
Provisions for rationalization - — = = (36.3) (63.5) (36.3) (63.5) 
Consolidated 3,472.8 3,529.2 | 2,525.5 2,515.2 539.0 By Hs) || CARS) 512.6 


(i) 
expense. 


(ii) 


EBIT and EBITDA restated by $3.7 million for the year ended March 31, 2003 reflecting the previously disclosed stock option 


Results for the year ended March 31, 2003 include 100% of the results of the Corporation’s Brazilian operations and the 


minority interest account reflects 20% of the net earnings of the Brazilian operations from April 18, 2002 thereafter. 
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Industry Volume and Molson Market Share 


The following table sets out industry volume and Molson volume in Canada, Molson volume shipped to the United 
States as well as Molson volume in Brazil during fiscal 2004 and 2003: 


Volume 
(Hectoliters in millions) 2004 2003 
Estimated Actual 
Industry volume in Canada (i) 21.51 21.08 
Molson (Canada) 9.43 9.36 
Molson production for shipment to the United States 1.75 Akt it 
Brazil 9.85 11.94 
Total Molson volume 21.03 2310i% 
(i) Sources: Brewers of Canada, provincial liquor authorities and industry distribution companies. 


Total estimated industry sales volume in Canada increased by 2.0% to 21.51 million hectoliters during the year 
ended March 31, 2004 compared to fiscal 2003. Molson’s volume in Canada increased 0.7% to 9.43 million hectoliters 
in fiscal 2004 with increases primarily in Quebec and British Columbia offset by volume declines in Alberta and 
Ontario. 


Volume in Brazil was negatively impacted in fiscal 2004 by an overall softening of industry volume, the Corporation’s 
elimination of trans-shipping in specific regions, a disappointing performance in the major market of Sao Paulo, which 
was down 33% for the year, as well as strong competitive activity. 
The establishment of six sales centers, including the important 
Sao Paulo region, started to address these volume declines. 


Molson volume 
(Hectoliters in millions) 


11.74 | 14.36 23.07 | 21.03 


| | 
| : 
| 
| | 
| | 
| 


2001 | 2002 | 2003 


Molson’s production for sale in the United States was broadly flat 
with growth in Molson USA brands offset by lower partners’ sales. 
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Canada 

Net sales and other revenues increased by 3.2% to $2.1 billion in the year reflecting marginally higher volumes and 
increased selling prices when compared to last year. Excluding the $7.0 million gain on sale of a residual property, 
operating profit increased 11.6% to $537.7 million for the year ended March 31, 2004 reflecting improved margins 
resulting from favorable price increases as well as cost efficiencies in manufacturing operations, procurement and 
fixed overheads. 


Market Share 
(%) 2004 2003 
Estimated Actual 
Including sales of imports: 
Canada 43.8 44.4 
Quebec/ Atlantic 43.8 43.0 
Ontario/West 43.8 45.2 


Sources: Brewers of Canada, provincial liquor authorities and industry distribution companies. 


Molson continues to concentrate on market share growth of core strategic brands nationally and on key regional 
markets with strong growth opportunities. 


Molson’s core brand share continued to perform well with a share increase of 0.9 share points on a national basis 
during the fiscal year ended March 31, 2004 while average estimated market share for all beer sold in Canada 
declined 0.6 share points to 43.8% from 44.4% compared to the same period last year. This strong core brand share 
performance included the benefits of the launch of MARCA BAVARIA across Canada as well as EXLIGHT in Quebec, 
which surpassed the two main competitors and is now the second-leading light beer in Quebec, and took into account 
the 0.8 share point decrease of CANADIAN. 


The Quebec/Atlantic region’s core brand share increased 1.4 share points and total market share continued strong 
growth with an increase of 0.8 share points from 43.0% to 43.8% despite intense levels of competitive tactical 
marketing and trade programs in the Quebec super premium and value beer segments. In Quebec, core brand share 
increased 1.7 share points and total market share increased 0.9 share points from 48.8% to 49.7%. These share 
gains reflected strong trade programs as well as opportunities created by the labor disruption of a competitor in the 
second quarter of fiscal 2004. 


The Ontario/West region’s market share declined from 45.2% to 43.8%. However, core brand market share increased 
0.6 share points when compared to the prior year’s level. The overall market share decline reflected strong competitor 
discount pricing activity and Molson’s slow response to the value segment, primarily in Ontario and Alberta. 
The Corporation has undertaken significant activity to address the softening of the Ontario/West share including, 
but not limited to, a new brand focused organization with increased market focus, a national re-launch of CANADIAN, 


a national roll-out of CANADIAN LIGHT, the launch of Molson’s lower-carb brand MOLSON ULTRA and the launch of 
COLD SHOTS. 


Coors Canada 


The Coors Canada partnership is responsible for the management of Coors brands in Canada. Molson brews, 
distributes and sells the COORS LIGHT brand in Canada. 


Coors Canada showed continued strong growth in fiscal 2004 as EBITDA experienced double-digit growth despite 
an aggressive competitive environment during the year. The COORS LIGHT brand remained the market leader in the 
light beer segment and continued to be the fourth-largest brand in Canada. In fiscal 2004, COORS LIGHT’s estimated 
average national market share gained 0.5 share points to 8.4% with strong growth primarily in the Quebec market. 
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Brazil 

Net sales revenue for the year ended March 31, 2004 declined 5.6% from R$910.7 million to R$859.4 million 
reflecting a volume decline of 17.5% which was partially offset by higher net selling prices of approximately 9%. Net 
sales revenue, aS measured in Canadian dollars, decreased 10.4% reflecting the 5.0% decrease in the average 
Brazilian real exchange rate in fiscal 2004 in addition to the above-noted factors. 


The following table () summarizes the operating results of Molson’s Brazilian business in Brazilian reais and the 
equivalent Canadian dollar amounts: 


BRL CAD 


Years ended March 31 2004 2003 2004 2003 
(Currency in millions) 


Sales and other revenues 1,601.1 1,675.4 737.9 816.0 
Net sales revenue 859.4 910.7 396.2 442.1 
EBITDA (ii) (7.2) 23}8) (2.9) BYS}45) 
EBIT (ii) (49.1) 83.2 (22.3) SOLD 


(i) Results for the year ended March 31, 2003 include 100% of the results of the Corporation’s Brazilian operations and the 
minority interest account reflects 20% of the net earnings of the Brazilian operations from April 18, 2002 thereafter. 

(ii) Results for the year ended March 31, 2004 exclude the rationalization provision of $43.3 million. Results for the year ended 
March 31, 2003 exclude the gain on sale of 20% of Molson’s operations in Brazil of $64.2 million and the rationalization 
provision of $63.5 million. 


At the end of the first quarter of fiscal 2004, following a poor volume performance, Kaiser, in conjunction with some 
Coca-Cola bottlers, undertook to implement a strategy to establish a dedicated sales force in six regions in Brazil. 
The main purpose of this strategy was to improve sales execution while taking full advantage of the Coca-Cola 
distribution system synergies. The planned six selling regions were established and all were fully operational at year- 
end. Kaiser had more than 1,200 sales employees in these six regions covering approximately 30% of Kaiser’s total 
volume at year-end. 


In addition, as a result of a detailed review of consumer preferences and in response to competitors’ activities, the 
Kaiser brand was re-launched in the fourth quarter of fiscal 2004 with a new liquid, new advertising and new 
packaging.The volume decline trend improved in the fourth quarter to a decline of 7.2%, reflecting the lowest quarterly 
decline of the year. However, increased marketing investment from the re-launch and much higher costs relating to 
the establishment of the sales centers as well as the volume decline resulted in an operating loss of $22.3 million 
for the twelve-month period.Total market share in fiscal 2004 was 12.4%, which was 2.2 share points below the 
same period last year, according to ACNielsen data. During the fourth quarter of fiscal 2004, Kaiser improved its 
product mix to 56% returnable container sales compared to 50% in the third quarter and will continue to focus on 
maintaining this trend. 


Molson continued to implement initiatives to offset the recent currency fluctuation in Brazil including selling price 
increases, accelerated operating cost reductions as well as efforts to realign product mix to optimize profitability 
under existing currency conditions. The average exchange rate of the US dollar in the year, including the impact of 
the Corporation’s hedging transactions, was R$3.14 compared to R$2.87 for the same period last year. 


The strategy of the Corporation in Brazil is to continue to work with the Coca-Cola distribution network and find 
appropriate and tailored solutions to address each individual region. The Corporation is of the belief that significant 
volume increases will be required in the coming 12 to 24 months to provide an appropriate level of profitability to 
support the increased cost structure. 
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United States 

Molson USA, which is owned 50.1% by Molson and 49.9% by the Coors Brewing Company (“Coors”), is a dedicated 
business unit in the United States focused on clear operating objectives and a well-defined brand portfolio - CANADIAN, 
CANADIAN LIGHT, GOLDEN and MOLSON ICE. Molson USA is responsible for the marketing and selling of these 
brands with Coors providing the sales, distribution and administrative support. 


Molson USA continued to focus on building the CANADIAN brand with very positive volume growth of 26% in fiscal 
2004 when compared to last year. Furthermore, CANADIAN’s volume represented a more significant percentage of 
the total Molson USA portfolio — growing to 44% in fiscal 2004 from 36% in fiscal 2003. Molson USA also introduced 
MOLSON Xxx in fiscal 2004 at super premium pricing in select Northeast and Midwest markets. Overall, Molson’s total 
volume in the United States for the year ended March 31, 2004 was up 1.4% compared to last year. 


Net sales revenue grew 1.5% when measured in US dollars but declined 11.1% in Canadian dollars reflecting the strengthening 
Canadian dollar in fiscal 2004 when measured against the US dollar. The operating loss of US$4.7 million improved by 
US$3.4 million when compared to the same period last year due to additional volume and tight control of costs. 


The following table summarizes the operating results of Molson’s business in the United States in US dollars and 
the equivalent Canadian dollar amounts: 


Molson 50.1% Share 
USD CAD CAD 

Years ended March 31 2004 2003 2004 2003 2004 2003 
(Dollars in millions) 
Sales and other revenues 111.2 109.4 150.9 169.4 75.6 84.9 
Net sales revenue 93.8 92.4 1 Qe2 ASE 63.7 (Au 
EBITDA (4.5) (7.9) (6.1) (i223) (3.1) (6.1) 
EBIT (4.7) (8.1) (6.4) (12.6) (3.2) (6.3) 
Other 


Provisions for Rationalization 

In the first quarter of fiscal 2004, Molson announced additional initiatives to achieve its increased cost reduction 
targets in Brazil. These initiatives included the closure of the Ribeirao Preto plant as part of the capacity optimization 
strategy and, as a result, Molson recorded a rationalization provision relating to the closure costs and other 
reorganization activities of $43.3 million (R$92.2 million) which included primarily fixed asset write-downs of 
$37.5 million as well as employee severance and other closure costs of $5.8 million. The Corporation continues to 


seek out new cost savings initiatives and has a group responsible for monitoring and delivering identified savings 
and any new initiatives. 


Also in the first quarter of fiscal 2004, the Corporation completed the sale of a residual property adjacent to the 
Barrie brewery. A pre-tax gain of $7.0 million was recorded in the provision for rationalization line in the statement 
of earnings which is consistent with the original Barrie plant closure provision. 


In the first quarter of fiscal 2003, Molson announced certain initiatives to deliver on its commitment to deliver 
synergies and cost reductions over the next three years in Brazil. These initiatives included the closure of two Bavaria 
plants and one Kaiser plant for strategic geographic reasons. As a result, Molson recorded a rationalization provision 
in the first quarter of fiscal 2003 relating to the Bavaria costs of $63.5 million which included primarily fixed asset 


write-downs, employee severance costs and a charge for the termination of the distribution arrangement with 
Companhia de Bebidas das Américas-AmBev. 
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Gain on Sale of Brazilian Operations 


As part of the Kaiser acquisition, the Corporation sold 20% of its Brazilian operations to Heineken N.V. for 
$333.9 million. The transaction closed April 17, 2002 anda gain of $64.2 million was recorded in fiscal 2003. 


Discontinued Operations 

The Corporation has certain obligations relating to its former businesses: Diversey Chemical Specialties, Beaver 
Lumber and the Sports and Entertainment business consisting of the Montreal Canadiens hockey club and the Bell 
Centre, formerly known as the Molson Centre. The remaining provisions for discontinued operations are included in 


deferred liabilities. 


Selected Consolidated Financial Information 
Annual 
Years ended March 31 


(Dollars in millions, except per share amounts) 2004 2003 2002 
(restated) (i 
Net sales revenue Hebe SAI SD.loe 2 
Earnings from continuing operations before the following items, net of tax: $ 2829 $ 2780 $ 194.1 
Gain on sale of 20% of operations in Brazil ~ 64.2 - 
Provisions for rationalization (38.5) (41.9) (S355) 
Minority interest impact on Brazil rationalization provision 8.6 8.4 - 
Tax adjustments related to changes in enacted future 
income tax rates (16.0) - USO 
Earnings from continuing operations 237.0 308.7 AL SAS 
Earnings from discontinued operations - - 2.0 
Net earnings S$ (237.077 Se cus 2S si6 
Total assets $3,930.66 $3,904.1 $4,506.3 
Total long-term debt $1,135.4 $1,220.6 $1,746.1 
Less current portion 347.0 40.6 58.9 
$ 788.4 $1,180.0 $1,687.2 
Net earnings per share from continuing operations — basic So 11 SGaig.e 2.409 eS eetet6 
Net earnings per share from continuing operations — diluted $7 61.845 $7 .2:387 S$) 2143 
Net earnings per share — basic See Som Ome 42 OLS 
Net earnings per share — diluted S$) 1.845 Si e288 es SS 
Dividends per share (Class “A” and “B”) $0560 on OA2e eee Oss 


(i) Restated by $3.7 million reflecting the previously disclosed stock option expense. Fiscal 2002 has not been restated for the 


effect of stock option expense. 
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Quarterly 


Fiscal 2004 
March 31, Dec. 31, Sept. 30, June 30, 
(Dollars in millions, except per share amounts) 2004 2003 2003 2003 
Net sales revenue $524.8 $623.3 $715.6 $661.8 
Earnings before the following items, net of tax: $ 42.2 $ 59.6 $ 96.5 $ 84.6 
Provisions for rationalization = - - (38.5) 
Minority interest impact on Brazil 
rationalization provision - - - 8.6 
Tax adjustments related to changes 
in enacted future income tax rates - (16.0) - - 
Net earnings Cy422 $ 43.6 $ 96.5 Saban, 
Net earnings per share — basic $7033 $ 0.34 $ 0.76 $ 0.43 
Net earnings per share — diluted $ 0.33 $ 0.34 SEOs $ 0.42 
Fiscal 2003 
March 31, Decxoi Sept. 30, June 30, 
(Dollars in millions, except per share amounts) 2003 2002 2002 2002 
Net sales revenue $501.5 $641.3 $685.6 $686.8 
Earnings before the following items, net of tax (i): $ 59.6 $ 66.1 $ 82.3 $ 70.0 
Gain on sale of 20% of operations in Brazil - - - 64.2 
Provisions for rationalization - - - (41.9) 
Minority interest impact on Brazil 
rationalization provision - - - 8.4 
Net earnings $ 59.6 $ 66.1 Sys23 $100.7 
Net earnings per share — basic $ 0.47 $40:52 $ 0.65 $ 0.79 
Net earnings per share — diluted $ 0.46 SRO:51. $ 0.64 $ 0.77 


(i) Restated by $0.8 million, $1.0 million, $0.9 million and $1.0 million in each of Q1, Q2, Q3 and Q4 respectively reflecting the previously 


disclosed stock option expense. 


Fourth Quarter Results 


Operating profit for the three months ended March 31, 2004 was $83.7 million compared to $114.7 million for the 
same period last year reflecting a large operating loss in Brazil of $24.5 million resulting from the marketing and 
Sales investments as well as EBIT growth in Canada of 1.4% from $107.1 million to $108.6 million resulting from 
favorable pricing offset by higher costs due partly to timing when compared to the same period last year. 


Net earnings for the three months ended March 31, 2004 were $42.2 million compared to $59.6 million reflecting 
the decline in EBIT as well as a higher effective income tax rate due to the mix of earnings between Canada and 
Brazil and the unrecognized tax recovery on the Brazil losses in the quarter. These impacts were partially offset by 
lower net interest expense in the quarter due to the lower debt levels compared to the same period last year. 
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Financial Condition and Liquidity 


Molson’s consolidated balance sheet as at March 31, 2004, together with comparative fiscal 2003 figures, is 


summarized as follows: 


Years ended March 31 


(Dollars in millions) 2004 2003 
Current assets $ 430.2 $ 424.2 
Less current liabilities (1,025.4) (803.5) 
Working capital (595.2) (379.3) 
Investments and other assets stele). 7/ ES ORAL 
Property, plant and equipment 1,022.4 1,026.9 
Intangible assets 2,348.3 DJA) 
$ 2,905.2 $3,100.6 

Represented by: 
Long-term debt $ 788.4 $1,180.0 
Deferred liabilities 359.1 380.5 
Future income taxes 400.2 35)5)10) 
Minority interest 138.1 dey) Al 
1,685.8 2,067.6 
Shareholders’ equity 1,219.4 1,033.0 
$ 2,905.2 $3,100.6 


In fiscal 2005, working capital requirements, excluding the current portion of long-term debt, will continue to be 
funded through cash generated from operations and available credit facilities. Long-term debt of $259.9 million has 


been included in current liabilities, however the Corporation intends 
to refinance this debt with the term loan or the floating rate notes. 
The fiscal 2004 working capital deficit, excluding the $259.9 million 
of long-term debt, was $335.3 million, which was $44.0 million 


below last year. 
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Contractual Obligations 


The following table summarizes the Corporation’s obligations to make future payments on long-term debt, lease 
obligations and other obligations as at March 31, 2004, as well as the expected timing of these payments: 


Fiscal Fiscal Fiscal 
(Dollars in millions) 2005 2006 2007-2009 Thereafter Total 
Long-term debt $347.0 $ 202.8 $208.1 $37.5") Saedso 
Operating leases 228}. Tf 19.4 Som 39.0 stalls) 
Purchase obligations 525 - - - 525 
Other long-term obligations 8.7 24.6 26.8 onl 63.2 
Total contractual obligations $431.9 $246.8 $ 268.0 $419.6 | $1,366.3 


Capital Spending 


Molson’s capital spending of $88.0 million in fiscal 2004 (2003 - $85.9 million) was concentrated primarily in 
Canada as well as on the facilities in Brazil. Capital spending in Canada in the amount of $59.7 million supported 
the Corporation’s strategic requirements to upgrade capacity and efficiency and was incurred primarily in the Toronto 
and Montreal breweries. Capital spending in fiscal 2005 is expected to be approximately $100 million, including 
approximately $75 million on brewing facilities in Canada. 


Molson expects to fund fiscal 2005 capital expenditures from operating cash flow. All capital projects are subject 
to an economic value added (EVA) analysis to ensure that spending is prioritized to maximize shareholder value. 


Shareholders’ Equity 


In fiscal 2004, as part of the Corporation’s previously announced normal course issuer bid, Molson repurchased 
751,000 Class “A” shares (2003 - 1,281,275) and no Class “B” shares (2003 — 100,000) at prices ranging between 
$32.15 and $34.99 (2003 —- $31.62 and $38.16). The share buy-back is consistent with the Corporation’s objective 
to offset the dilutive impact from the granting of stock options. 


Molson’s capital stock increased $12.9 million to $732.3 million as at March 31, 2004 reflecting the issuance of 


stock dividends and the exercise of stock options, partially offset by shares repurchased by the Corporation during 
the year. 


Shareholders’ equity at March 31, 2004 included cumulative unrealized translation adjustments of $340.3 million 
compared to $363.2 million at March 31, 2003 reflecting the net change in foreign currency denominated net assets 
of self-sustaining foreign operations on their translation into Canadian dollars at year-end. The translation adjustments 


for the year mainly reflected the relative strengthening during fiscal 2004 of the Brazilian real compared to the 
Canadian dollar. 


Molson’s book value per share based on shareholders’ equity increased 17.9% to $9.57 at March 31, 2004 from 
$8.12 at March 31, 2003, reflecting net earnings of $237.0 million in the current fiscal year and the positive impact 
of the foreign currency translation account adjustments. 
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Dividends 

Dividends declared to shareholders totalled $71.2 million in fiscal 2004, compared with $53.5 million in fiscal 2003. 
In fiscal 2004, Molson’s quarterly dividend rate was increased by $0.03 or 27% to $0.14 per share effective in the 
first quarter. In fiscal 2003, the quarterly dividend was also increased by $0.01 or 10% to $0.11 per share in the 
third quarter. For fiscal 2005, the quarterly dividend is being increased by 7% to $0.15 per share. 


The dividends declared are consistent with the previously announced dividend policy, approved by the Board of 
Directors in November 2001, which targets a dividend payout range of 25% — 30% of trailing net earnings. 


Financial Instruments and Long-Term Liabilities 
Molson’s consolidated long-term debt at March 31, 2004 and 2003 was as follows: 


Years ended March 31 


(Dollars in millions) 2004 2003 
Molson Inc. 
Term loan 7 59:9" ~ $ 932913 
Debentures 150.0 149.7 
Floating rate notes 250.0 ~ 
Molson Canada 
Term loan ~ 99.9 
Debentures 577.6 580.5 
Brazil 97.9 61k 
1,135.4 1,220.6 
Less current portion 347.0 40.6 


$ 788.4 $1,180.0 


The Corporation’s 18-month bridge facility of $300.0 million expired on September 17, 2003 and was partially 
refinanced with $200.0 million of floating rate medium-term notes maturing September 16, 2005, issued on 
September 16, 2003 out of a total program of $500.0 million. The Corporation’s $625.0 million revolving facility 
expiring on March 17, 2005 was used to refinance the remaining $100.0 million balance of the bridge facility. On 
October 17, 2003, the Corporation completed a second issuance of $50.0 million of floating rate medium-term notes 
maturing October 19, 2004 to repay a portion of indebtedness under the existing credit facility. The floating rate 
notes are direct, unsecured obligations of Molson Inc. and were offered by way of a private placement in Canada. 


The Molson Canada $100.0 million credit facility expired on August 31, 2003 and was repaid from operations and 
using the Corporation’s $625.0 million credit facility. As at March 31, 2004, $59.9 million was drawn on the 


$625.0 million facility. 


The Corporation’s long-term debt in Brazil represented various facilities denominated in Brazilian reais bearing interest 
at rates averaging 20.2% during the year (2003 — 18.5%). Of the amounts drawn, $87.1 million (2003 — $40.6 million) 
is due within the next fiscal year and is classified as current. Certain loans are secured by liens on the machinery 


and equipment and by real estate mortgaged. 
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The floating rate note program is an agreement under which the 

Corporation and the placement agent may agree to issue debt Net debt-to-capital ratio ee 
under terms and conditions that are only determined at the time 
of placement of the debt. As such, the Corporation’s term loan, the 59:41 | 59:41 | 54:46 | 48:52 
5.5% debentures and the $50.0 million floating rate note are _ A 
classified as current liabilities. It is the Corporation’s intention to 
refinance with either the term loan or the floating rate note program. 


| 
Jie 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


On December 16, 2003 Standard and Poor's revised the outlook | | 
on Molson Inc. to stable from negative as a result of the significant | 
debt reduction. At the same time, the BBB+ long-term debt rating / | 
was affirmed. 


Dominion Bond Rating Service credit ratings for Molson Inc. and Ser eonan iF ae 
Molson Canada were unchanged from last year at A (low) and A 
respectively, both with a stable trend. 


On September 30, 2003, the Corporation entered into an interest rate swap for $100.0 million which converted a 
portion of the Corporation’s floating rate note due September 16, 2005 to a fixed rate. This swap is cancellable on 
a quarterly basis at the option of a third party. The Corporation also has an interest rate swap for $100.0 million 
which converts a portion of the Molson Canada debenture due June 2, 2008, with a fixed rate of 6.0% to a variable 
rate. The swap expires on June 2, 2008. 


The Corporation’s net debt to capital ratio improved to 48:52 compared to 54:46 at March 31, 2003 reflecting both 
the current year’s debt reduction and net earnings. 


The Corporation has a securitization arrangement for the sale, with limited recourse, of certain accounts receivable. 
As of March 31, 2004, Molson received total proceeds of $87.0 million from the sale of a portion of the outstanding 
receivables, compared to $54.0 million received as of March 31, 2003. The program was amended during the year 
to increase the maximum amount to $150.0 million. 


Interest rates on total long-term debt ranged between 3.0% and 9.1% (2003 — 3.7% and 9.1%) in Canada and 15.6% 
and 22.1% (2003 — 14.3% and 25.8%) in Brazil during fiscal 2004. 


Molson utilizes off-balance sheet financial instruments primarily to manage borrowing costs and to hedge cash flow 
needs in US dollars and certain commodity requirements. The instruments that are used to hedge these risks consist 
mainly of swaps, zero cost collars and forward contracts. Molson follows a policy of not using financial instruments 
for speculative purposes and has procedures in place to monitor and control the use of financial instruments. 
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Changes in Cash Flows 


The increase in net cash of $9.0 million in the current year, together with a comparison for fiscal 2003, is summarized 
below: 


Years ended March 31 


(Dollars in millions) 2004 2003 
Provided from operations before working capital and rationalization costs $ 335.4 $370) 
Used for working capital (103.8) (Sal ss) 
Rationalization costs (15.2) (36.4) 
Provided from operating activities 216.4 282.2 
Provided from (used for) investing activities (73.1) 249.8 
Used for financing activities (125.8) (578.3) 
Increase (decrease) in cash from continuing operations 17.5 (46.3) 
Effect of exchange rate changes on cash (0.3) (6.3) 
Decrease in cash from discontinued operations (8.2) (6.2) 
Increase (decrease) in cash $ 9.0 $ (58.8) 


Cash provided from operations before working capital and rationalization costs declined 9.4% reflecting primarily 
higher funding in fiscal 2004 of the prior year’s EVA bonuses. 


Cash used for investing activities of $73.1 million in fiscal 2004 reflected primarily additions to property, plant and 
equipment. In fiscal 2003, cash provided from investing activities of $249.8 million reflected primarily the proceeds 
of $333.9 million on the sale of 20% of the operations in Brazil offset in part by $85.9 million spent on additions 
to property, plant and equipment. 


Cash used for financing activities in fiscal 2004 included a net reduction in long-term debt of $84.0 million and 
$24.6 million for the repurchase of shares under the normal course issuer bid. In fiscal 2003, cash used for financing 
activities included a net reduction in long-term debt of $483.4 million and $50.2 million for the repurchase of shares 
under the normal course issuer bid. 

: : ; , ee Cash flow from operations before working 
Cash used for discontinued operations consisted of $8.2 million capital and rationalization costs 

in fiscal 2004 and $6.2 million in fiscal 2003 for operating activities (Dollars in millions) 

to fund obligations previously provided for in the accounts. 


$232.0 


| $292.3 | $370.1 | $335.4 


| 
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Risks and Uncertainties 


Foreign Exchange Risk 

With respect to the Corporation’s operations in Brazil, Molson is exposed to fluctuations in foreign exchange rate 
movements as substantially all of its revenues in Brazil are in reais. Also, a significant portion of Molson’s operating 
expenses, in particular those related to hops, malt and aluminum are denominated in, or linked to, US dollars. Molson 
enters into derivative financial instruments to manage and reduce the impact of changes in foreign currency exchange 
rates. Hedging activities consisted of foreign exchange contracts and foreign currency swaps including marketable 
securities indexed to US dollars. 


Commodity Risk 

Molson uses a large volume of agricultural materials to produce its products, including malt and hops. The Corporation 
purchases a significant portion of its malt and all of its hops outside Brazil and Canada, as well as substantial 
quantities of aluminum cans. In Brazil, all the hops purchased in the international markets outside South America 
are settled in US dollars. In addition, although aluminum cans are purchased in Brazil, the price paid is directly 
influenced by the fluctuation of the US dollar against the Brazilian real. The Corporation reduces exposure to the 
commodity price fluctuations through the negotiation of fixed prices with suppliers for periods generally less than 
one year. In addition, the Corporation introduced a commodity hedging program in fiscal 2003 which allows for the 
use of derivative financial instruments to manage and reduce the impact of changes in commodity prices in future 
years. The Corporation’s policy is to enter into hedging contracts for specific business requirements and does not 
permit the use of financial instruments for speculative purposes. 


Tax and Other Contingent Liabilities — Brazil 

Kaiser is a party to a number of claims from the Brazilian tax authorities. The Corporation has either paid, or 
alternatively made provisions for, the amounts it believes may be ultimately due pursuant to these claims. These 
legal tax proceedings include claims for income taxes, Federal excise taxes (IPI), value-added tax (ICMS), revenue 
taxes (PIS / Federal unemployment insurance contribution) and Federal social security tax (COFINS). 


Contingent Liabilities 

Molson is subject to certain legal claims arising in the normal course of business and as a result of the disposition 
of previously held and discontinued businesses for which the Corporation has made provisions for the amounts it 
believes may be ultimately paid. 


Environment 


Molson has a comprehensive program to oversee environmental, crisis management and health and safety matters. 
Management has concluded, based on existing information and applicable laws and regulations, that the amounts 
expended or anticipated to be expended by the Corporation on these matters, other than as specifically provided for, 
are not likely to be material to Molson’s operations or financial condition. Management is also unaware of any instance 
of non-compliance with environmental laws and regulations that is not already being responsibly addressed. 
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Related Party Transactions 


In the ordinary course of business, the Corporation enters into transactions with related parties. All related party 
transactions are recorded at their exchange amounts. In Ontario and the western provinces, Molson Canada distributes 
its product and incurs distribution costs through sales to its equity-accounted provincial distribution companies. 
Included in cost of sales, selling and administrative costs in the consolidated statements of earnings are distribution 
and other costs of $158.9 million (2003 - $166.5 million) charged by the equity-accounted provincial distribution 
companies. 


Included in accounts receivable as at March 31, 2004 were amounts of $9.5 million receivable (2003 — $8.2 million 
payable) from the equity-accounted provincial distribution companies. 


Critical Accounting Estimates 


The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires 
management to make estimates and assumptions that affect the amounts recorded in the financial statements and 
accompanying notes. Management regularly reviews these estimates and assumptions based on currently available 
information. Although these estimates are based on management’s best knowledge of current events and actions 
that the Corporation may undertake in the future, actual results could differ from the estimates. 


Employee Future Benefits 

Pension and other employee benefit costs and obligations depend on assumptions used in calculating such amounts. 
Two critical assumptions, the discount rate and the expected long-term rate of return on plan assets are important 
elements of cost and/or obligation measurement. Other assumptions include the rate of compensation increase 
and the health care cost trend rate, as well as demographic factors such as retirement ages of employees, mortality 
rates and turnover. Assumptions are reviewed and updated at least annually. 


The discount rate allows the Corporation to reflect estimated future benefit payments at present value on the 
measurement date. Management has little discretion in selecting the discount rate as it must represent the market 
rates for high quality fixed income investments available for the period to maturity of the benefits. A lower discount 
rate increases the benefit obligation and benefit costs. A 25 basis-point change in the weighted-average discount 
rates would increase or decrease expected benefit cost in fiscal 2005 by approximately $2.7 million. 


The expected long-term rate of return on pension plan assets assumption is determined considering historical returns, 
future estimates of long-term investment returns and asset allocations. A lower return assumption increases pension 
costs. A 25 basis-point change in the return assumption would increase or decrease expected pension cost in fiscal 


2005 by approximately $2.0 million. 


Goodwill Impairment 
The Corporation measures for impairment using a projected discounted cash flow method and corroborates its 


assessment using other valuation methods. If a business unit's carrying value is more than its fair value, the 
Corporation must determine the fair value of all assets and liabilities of the business unit and calculate the residual 
goodwill. An impairment charge is then recorded on the difference between the recalculated goodwill over the carrying 
value of goodwill and is shown as a reduction in the amount of goodwill on the balance sheet and an impairment 


charge in the statement of earnings. 


The Corporation makes a number of significant estimates when calculating fair value using a projected discounted 
cash flow method. These estimates include among others, the assumed growth rates for future revenue, EBITDA 
and cash flows, the number of years used in the cash flow model and the discount rate for future cash flows. 
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The Corporation believes that all of its estimates are reasonable. They are consistent with internal planning and 
reflect management’s best estimates, however, there are inherent uncertainties that exist that management may not 
be able to control. 


Any change in each of the estimates used could have a material impact on the calculation of the fair value and a 
potential impairment charge. As a result, the Corporation is unable to reasonably quantify the changes in the overall 
financial performance if different assumptions were used. 


The Corporation cannot predict whether an event that triggers an impairment will occur, when it will occur or how it 
will affect the asset values reported. 


In the fourth quarter of 2004, Molson completed its annual impairment test for goodwill for all of its reporting units 
and concluded, based on assumptions noted above, that no impairment charge was warranted. 


Contingent Tax Liabilities — Brazil 

By their nature, contingencies will only be resolved when one or more future events occur or fail to occur. The 
assessment of such contingent liabilities inherently involves the exercise of significant judgement and estimates of 
the outcome of future events. 


The Corporation records liabilities for known tax contingencies when, in the judgement of the Corporation based on 
a review from both internal and external legal counsel, it is probable that a liability has been incurred. It is reasonably 
possible that actual amounts payable resulting from assessments by tax authorities could be materially different 
from the liabilities the Corporation has recorded due to the complex nature of tax legislation. 


Income Taxes 

The provision for income taxes is calculated based on the expected tax treatment of transactions recorded in the 
Corporation’s consolidated financial statements. Income tax assets and liabilities, both current and future, are 
measured according to the income tax legislation that is expected to apply when the asset is realized or the liability 
is settled. The Corporation regularly reviews the recognized and unrecognized future income tax assets to determine 
whether a valuation allowance is required or needs to be adjusted. In forming a conclusion about whether it is 
appropriate to recognize a tax asset, the Corporation must use judgement in assessing the potential for future 
recoverability while at the same time considering past experience. All available evidence is considered in determining 
the amount of a valuation allowance. Currently, the Corporation has not recorded tax assets on any tax losses. If 
the Corporation’s interpretations differ from those of tax authorities or judgements with respect to tax losses change, 
the income tax provision could increase or decrease, potentially significantly, in future periods. 


Outstanding Class “A” and “B” shares 


The total number of Class “A” non-voting and Class “B” common shares outstanding at March 31, 2004 were 
105,042,256 (March 31, 2003 — 104,754,563) and 22,430,676 (March 31, 2003 - 22,469,018) respectively. 


Molson Inc. 2004 Annual Report 52 


Impact of New Accounting Pronouncements 


Effective with the fiscal year commencing on April 1, 2002, Molson adopted the new accounting pronouncements of 
the Canadian Institute of Chartered Accountants (“CICA”) Handbook section 3870 “Stock-Based Compensation and 
Other Stock-Based Payments” and Accounting Guideline 14 “Disclosure of Guarantees”. Further details are provided 
in notes 1, 17 and 18 to the consolidated financial statements. 


As previously announced, the Corporation revised its accounting policy, effective April 1, 2003, to begin expensing 
the cost of stock option grants in its accounts. As a result, the Corporation has recorded $5.2 million related to 
stock option expense in fiscal 2004. Opening retained earnings were restated by $3.7 million reflecting the full year 
effect of stock option expense on the fiscal 2003 results. 


The CICA issued Accounting Guideline 13 “Hedging Relationships”, which establishes certain conditions regarding 
when hedge accounting may be applied and which is effective for the Corporation’s annual and interim periods 
beginning on April 1, 2004. The Corporation has prepared for the implementation of the hedging provisions. The 
relevant hedging relationships will be subject to an effectiveness test on a regular basis for reasonable assurance 
that it is and will continue to be effective. Under these rules, any derivative instrument that does not qualify for hedge 
accounting will be reported on a mark-to-market basis in earnings. 


This Management's Discussion and Analysis contains forward-looking statements reflecting management's current 
expectations regarding future operating results, economic performance, financial condition and achievements of the 
Corporation. Forward-looking statements are subject to certain risks and uncertainties and actual results may differ 
materially. These risks and uncertainties are detailed in Molson filings with the appropriate securities commissions and 
include risks related to foreign exchange, commodity prices, tax matters, foreign investment and operations as well as 
contingent liabilities. The Corporation undertakes no obligation to update or revise any forward-looking statements 
publicly. 
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Responsibilities for 


Financial Statements 


The accompanying consolidated financial statements have been prepared by management and approved by the Board 
of Directors of the Corporation. Management is responsible for the information and representations contained in 
these financial statements and other sections of this Annual Report. The financial statements have been prepared 
in accordance with accounting principles generally accepted in Canada. The major accounting policies followed by 
the Corporation are set out in note 1 to the financial statements. 


To assist management in discharging these responsibilities, the Corporation maintains an effective system of internal 
control which is designed to provide reasonable assurance that its assets are safeguarded, that transactions are 
executed in accordance with management’s authorization, and that the financial records form a reliable base for the 
preparation of accurate and timely financial information. 


PricewaterhouseCoopers LLP Chartered Accountants, are appointed by the shareholders and have audited the 
consolidated financial statements in accordance with Canadian generally accepted auditing standards. Their report 
outlines the nature of their audit and expresses their opinion on the consolidated financial statements of the Corporation. 


The Board of Directors ensures that management fulfills its responsibilities for financial reporting and internal control. 
The Board exercises this responsibility through an Audit and Finance Committee composed of five independent 
Directors. The Audit and Finance Committee meets periodically with management and with the external auditors to 
review audit recommendations and any matters that the auditors believe should be brought to the attention of the 
Board of Directors. The Audit and Finance Committee also reviews the consolidated financial statements and 
recommends to the Board of Directors that the statements be approved for issuance to the shareholders. 


=X eu ye 


Daniel J. O'Neill Brian Burden 
President and Chief Executive Officer Executive Vice President and Chief Financial Officer 
May 5, 2004 
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Auditors’ Report 


To the Shareholders of Molson Inc. 


We have audited the consolidated balance sheets of Molson Inc. as at March 31, 2004 and 2003 and the consolidated 
statements of earnings, retained earnings and cash flows for the years then ended. These financial statements are 
the responsibility of the Corporation’s management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free 
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position 


of the Corporation as at March 31, 2004 and 2003 and the results of its operations and its cash flows for the years 
then ended in accordance with Canadian generally accepted accounting principles. 


PrnatirhounLorprry (ITE 


PricewaterhouseCoopers, LLP 
Chartered Accountants 


Montreal, Canada, May 5, 2004 
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Consolidated Statements 


of Earnings 


Years ended March 31 


(Dollars in millions, except share and per share amounts) 2004 2003 
(restated) 
Sales and other revenues $ 3,472.8 $3,529.2 
Brewing excise and sales taxes 947.3 1,014.0 
Net sales revenue 2,525.5 Peay Nay 
Costs and expenses 
Cost of sales, selling and administrative costs 1,950.2 1,938.4 
Gain on sale of 20% of operations in Brazil (note 3) - (64.2) 
Provisions for rationalization (note 5) 36.3 63:5 
1,986.5 1,937.7 
Earnings before interest, income taxes and amortization 539.0 5ileS 
Amortization of capital assets (note 22) 63.1 64.9 
Earnings before interest and income taxes 475.9 Od206 
Net interest expense (note 6) 91.5 95.4 
Earnings before income taxes 384.4 417.2 
Income tax expense (note 7) 166.5 SO) 
Earnings before minority interest 217.9 302.2 
Minority interest 19.4 6.5 
Net earnings $95237.0 $ 308.7 
Net earnings per share (note 9) 
Basic $ 1.86 $242 
Diluted $ 1.84 $2 2:35 
Consolidated Statements 
of Retained Earnings 
Years ended March 31 
(Dollars in millions) 2004 2003 
(restated) 
Retained earnings — beginning of year $ 676.8 $ 460.3 
Change in accounting policy (note 2) (3.7) = 
Retained earnings — beginning of year, as restated 673.1 460.3 
Net earnings 237.0 308.7 
Cash dividends declared (67.8) (51.8) 
Stock dividends declared (3.4) (1.7) 
Excess of share repurchase price over weighted-average 
stated capital (note 17) (20.4) (42.4) 
Retained earnings — end of year $ 818.5 oo 6%3.2 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 
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Consolidated 


Balance Sheets 


As at March 31 


(Dollars in millions) 2004 2003 
. i (restated) 
Assets 
Current assets 
Cash Sago 2 $4400 
Accounts receivable (note 16) 167.3 185.3 
Inventories (note 10) 177.4 162.3 
Prepaid expenses 64.3 64.4 
430.2 424.2 
Investments and other assets (note 11) 129.7 130.1 
Property, plant and equipment (note 12) 1,022.4 1,026.9 
Intangible assets, excluding goodwill (note 13) 1,558.7 1592-5 
Goodwill 789.6 110.4 
$ 3,930.6 $3,904.14 
Liabilities 
Current liabilities 
Accounts payable and accruals $ 459.8 $ 529.9 
Provision for rationalization costs (note 5) - 14.6 
Income taxes payable 29.0 17.8 
Dividends payable 17.8 14.0 
Future income taxes (note 7) 171.8 126.6 
Current portion of long-term debt (note 14) 347.0 40.6 
1,025.4 803.5 
Long-term debt (note 14) 788.4 1,180.0 
Deferred liabilities (note 15) 359.1 380.5 
Future income taxes (note 7) 400.2 355.0 
Minority interest 138.1 alte al. 
PX 7 fale: Diels 
Shareholders’ equity 
Capital stock (note 17) 732.3 719.4 
Contributed surplus 8.9 3.7 
Retained earnings 818.5 673.1 
Unrealized translation adjustments (note 21) (340.3) (363.2) 
1,219.4 1,033.0 
$ 3,930.6 $3,904.1 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 


Signed on behalf of the Board: 


Llagl banter 


Daniel J. O*Neill, Lloyd |. Barber, 
Director Director 
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Consolidated Statements 


of Cash Flows 


Years ended March 31 


(Dollars in millions) 2004 2003 
(restated) 


Operating activities 


Net earnings $ 237.0 $ 308.7 
Gain on sale of 20% of operations in Brazil - (64.2) 
Provisions for rationalization (note 5) 36.3 63.5 
Amortization of capital assets 63.1 64.9 
Future income taxes 70.3 26.2 
Minority interest (19.1) (6.5) 
Funding of deferred liabilities in excess of expense (47.0) (20.5) 
Other (5.2) (2.0) 
Cash provided from operations before working capital and 
rationalization costs 335.4 370.1 
Used for working capital (103.8) (5125) 
Rationalization costs (15.2) (36.4) 
Cash provided from operating activities 216.4 282.2 
Investing activities 
Proceeds from sale of 20% of operations in Brazil - 333.9 
Additions to property, plant and equipment (88.0) (85.9) 
Additions to investments and other assets (7.9) (9.1) 
Proceeds from disposal of property, plant and equipment 17.5 tea 
Proceeds from disposal of investments and other assets 5.3 9.8 
Cash provided from (used for) investing activities (7321) 249.8 
Financing activities 
Increase in long-term debt 539.8 454.1 
Reduction in long-term debt (623.8) (937.5) 
Securitization of accounts receivable (note 16) 33.0 (4.0) 
Shares repurchased (note 17) (24.6) (50.2) 
Cash dividends paid (64.4) (49.8) 
Proceeds from the exercise of stock options (note 17) 14.0 5.9 
Other 0.2 0.2 
Cash used for financing activities (125.8) (578.3) 
Increase (decrease) in cash from continuing operations 17.5 (46.3) 
Decrease in cash from discontinued operations (note 8) (8.2) (6.2) 
Increase (decrease) in cash 9.3 (52.5) 
Effect of exchange rate changes on cash (0.3) (6.3) 
Cash, beginning of year 2k2: TAL0 
Cash, end of year $ 6021.2 5 pe he 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 
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Notes to Consolidated 


Financial Statements 


For the years ended March 31, 2004 and 2003 
(Dollars in millions, except share and per share amounts) 


1. Accounting Policies 
Consolidation 


The accounts of the Molson Canada partnership and all subsidiaries controlled by the Corporation are consolidated 
including its 80% interest in the operations in Brazil, which includes Cervejarias Kaiser Brazil S.A. (“Kaiser”) and 
Bavaria S.A. (“Bavaria”). The minority interest accounts reflect the non-controlling shareholder’s interest in the 
Corporation’s operations in Brazil. 


Joint Ventures and Other Investments 


The Corporation’s 49.9% investment in the Coors Canada partnership and its 50.1% investment in Molson USA are 
proportionately consolidated. 


Investments in entities over which the Corporation exercises significant influence are accounted for by the equity 
method. Other investments are carried at the lower of cost and net recoverable amount. 


Use of Estimates 


The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires 
management to make estimates and assumptions that affect the amounts reported in the consolidated financial 
statements and accompanying notes. Although these estimates are based on management’s best knowledge of current 
events and actions that the Corporation may undertake in the future, actual results could differ from the estimates. 


Inventories 


Inventories of raw materials and supplies are valued at the lower of average cost and net realizable value. Work in 
process and finished goods are valued at the lower of average cost and net realizable value and include the cost of 
raw materials, labor and overhead expenses. The cost of returnable containers in Canada is amortized over their 
estimated useful lives of four years and in Brazil the cost of returnable containers is charged to customers at the 
time of shipment. 


Capital Assets 


Property, plant and equipment are stated at the lower of cost, less accumulated amortization, and the net recoverable 
amount. Certain costs incurred for developing or obtaining internal-use software are capitalized. Training and software 
maintenance costs are expensed as incurred. Amortization is provided from the date property, plant and equipment 
are placed into service on a straight-line method, principally at annual rates of 1.5% to 5% for buildings and from 


2% to 33% for equipment. 


Intangible assets, which include goodwill, brand names and the distribution network access in Brazil are carried at 
cost less accumulated amortization. Goodwill and other intangible assets with indefinite lives are not amortized. 
The carrying value of each operating unit is tested at least annually for any impairment, taking into account the ability 
to recover the book value portion of goodwill and other intangible assets from expected future operating cash flows 
on a discounted basis. The Corporation also considers projected future operating results, trends and other circumstances 
in making such evaluations. The only intangible asset with a definite life, namely the distribution network access in 


Brazil, is amortized over its contractual life of 40 years. 
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For the years ended March 31, 2004 and 2003 
(Dollars in millions, except share and per share amounts) 


1. Accounting Policies (cont’d) 
Revenue Recognition 


Revenue is stated net of discounts and returns. Revenue is recognized when the significant risks and rewards of 
ownership are transferred to the customer or distributor, which is either at the time of shipment to distributors or 
upon delivery of product to retail customers. 


Foreign Currency Translation 


Earnings of self-sustaining foreign operations are translated to Canadian dollars at average rates of exchange during 
the year. Assets and liabilities are translated at period-end exchange rates. The differences between translating 
assets and liabilities at period-end rates and the exchange rates on the date of acquisition of those assets and 
liabilities have been included in shareholders’ equity as unrealized translation adjustments. 


Hedging Relationships 


The Corporation uses derivative financial instruments to hedge its foreign exchange, interest rate and commodity risk 
exposures. The gains or losses on the derivative instruments used to hedge the Corporation’s risk exposures are recorded 
in the financial statements when the contract is settled or the transactions are recognized. These gains or losses are included 
in cost of sales or net interest expense. 


The Canadian Institute of Chartered Accountants (“CICA”) issued Accounting Guideline 13 “Hedging Relationships”, 
which establishes certain conditions regarding when hedge accounting may be applied. The guideline is effective for 
the Corporation’s annual and interim periods beginning on April 1, 2004. The Corporation has prepared for the 
implementation of the hedging provisions. The relevant hedging relationships will be subject to an effectiveness 
assessment at least quarterly to determine that they are and will continue to be effective. Under these rules, any 
derivative instrument that does not qualify for hedge accounting will be reported on a mark-to-market basis in earnings. 


Income Taxes 


Future income tax assets and liabilities are recorded on the differences between the accounting carrying values of 


balance sheet assets and liabilities and the tax cost bases of these assets and liabilities based on substantively 
enacted tax laws and rates. 


The Corporation reviews the valuation of its future income tax assets and liabilities quarterly and records adjustments, 
as necessary, to reflect the realizable amount of its future income tax assets and liabilities. 


Employee Future Benefits 


The cost of pension benefits earned by employees covered under defined benefit plans is determined using the projected 
benefit method prorated on service and is charged to expense as services are rendered. Adjustments arising from plan 
amendments, changes in assumptions, and experience gains and losses on the net pension asset are amortized ona 
Straightline basis over the estimated average remaining service lives of the employee groups using the corridor approach. 
Defined benefit pension plan assets are reported at market values. The determination of pension expense is based on 
a five-year weighted average of pension plan asset market values. The cost of postemployment benefits other than pension 
benefits is recognized on an accrual basis over the working lives of employees. 
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1. Accounting Policies (cont'd) 
Stock-Based Compensation Plans 


The Corporation has a stock option plan and may grant options to acquire Class “A” normvoting shares. The fair value of 
the stock options is determined using a fair value pricing model and is amortized over the period in which the related 
employee services are rendered, being the vesting period. Consideration paid by employees on the exercise of stock 
options is credited to shareholders’ equity as capital stock when the options are exercised (see note 2). 


The Corporation also has an employee share ownership plan (“MESOP”) primarily for all fulltime employees in 
Canada. Under this plan, employees are entitled to have a portion of their base earnings withheld to purchase the 
Corporation’s Class “A” non-voting shares, with the Corporation providing funds to purchase additional Class “A” 
shares, to a maximum of 1.33% of base earnings. The Corporation's contributions are charged to earnings. 


The Corporation has a deferred share unit plan for the members of the Board of Directors. Under the terms of this 
plan, a portion of the Directors’ fees are paid to them in the form of deferred share units (“DSU”). Each DSU is 
equivalent in value to a Class “A” non-voting share of the Corporation and is notionally credited with dividends when 
shareholders receive dividends from the Corporation. A DSU is paid to a Board member after termination of service 
or retirement and is payable in cash. The cost of the DSU’s is charged to earnings in the period earned and marked 
to market on a quarterly basis. 


2. Change in Accounting Policies 


Effective April 1, 2002, the Corporation adopted, on a prospective basis, the CICA Handbook section 3870 “Stock- 
Based Compensation and Other Stock-Based Payments”. Effective April 1, 2003, the Corporation began to expense 
the cost of stock option granis, with a restatement of the prior period. The Corporation determines the cost of all stock 
options granied since April 1, 2003 using a fair value method. This method of accounting uses an option pricing model 
to determine the fair value of stock options granted and the amount is amortized over the period in which the related 
employee services are rendered. Further details of the stock options outstanding are contained in note 17. 


The effect of expensing the fair value of stock option grants, with a restatement of the prior period, was to reduce 
net earnings for the years ended March 31 by $5.2 in fiscal 2004 and by $3.7 in fiscal 2003. Opening retained 
earnings for fiscal 2004 was reduced by $3.7 reflecting the full year effect of fiscal 2003 stock option expense. 


In fiscal 2003, the Corporation adopted, on a prospective basis, the CICA Accounting Guideline 14 “Disclosure of 
Guarantees”. Under the guideline, the Corporation is required to disclose the nature, the maximum potential amount 
of future payments, the carrying amount of any liability, and the nature of any recourse provisions of all significant 
guarantees. Further details are contained in note 18. 


3. Business Acquisitions 


On March 18, 2002, the Corporation acquired all of the outstanding shares of Kaiser, whose assets included the 
Kaiser brands and eight breweries in Brazil for CAD$1,136.3 which includes transaction costs and is net of cash 
acquired. In a separate transaction, which closed on April 17, 2002, Molson sold 20% of its operations in Brazil to 
Heineken N.V. for total proceeds of US$218.3 and a gain of CAD$64.2 was recorded in fiscal 2003. These transactions 
were approved by the Brazilian competition authorities during fiscal 2003. The minority interest recorded in the 
statements of earnings represents Heineken’s 20% share of earnings from April 18, 2002 thereafter. 
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For the years ended March 31, 2004 and 2003 
(Dollars in millions, except share and per share amounts) 


4. Investments in Joint Ventures 


The following information includes the Corporation’s proportionate share of the assets, liabilities, revenues, expenses, 
and cash flows of the Corporation’s joint venture investments in Coors Canada and Molson USA, which are included 
in the consolidated financial statements. 


2004 2003 
Assets 
Current $>5 15:2 $ 16.8 
Long-term Sei sii, hae Rs Ho) 
Current liabilities $ 6.7 aS lal fe) 
Net sales revenue $ 253.9 $0 244e4 
Operating costs and other expenses $ 187.0 $ 188.7 
Cash provided from (used for) 
Operating activities $ 60.4 $ 54.8 
Investing activities $ (0.2) $ (0.1) 


As at March 31, 2004, Molson USA had outstanding forward foreign exchange contracts of which the Corporation’s 
proportionate share is $5.8 (2003 — $20.7), which approximates fair value. 


5. Provisions for Rationalization 


During the first quarter of fiscal 2004, the Corporation recorded a charge of $43.3 relating to the closure of the 
Ribeirao Preto plant in Brazil represented by a $37.5 write-down of fixed assets to net recoverable amount and 
employee severance and other closure costs of $5.8. There is no remaining accrual at March 31, 2004. 


Also, in the first quarter of fiscal 2004, the Corporation completed a sale of a residual property adjacent to the Barrie 
brewery. A pre-tax gain of $7.0 was recorded in the provisions for rationalization line in the statement of earnings 
which is consistent with the original Barrie plant closure provision. 


During the first quarter of fiscal 2003, the Corporation recorded a pre-tax charge of $63.5 relating to two plant 
closures of the Bavaria business as well as the termination costs relating to the former Bavaria distribution network. 
The charge represents primarily the write-down of fixed assets to their net recoverable amount and employee severance 
costs as well as the distribution agreement termination costs. The balance of the provision at March 31, 2004 is 
nil and all closure activities and costs have been completed and paid. 
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6. Net Interest Expense 


2004 2003 
Interest on long-term debt $ 74.3 $ 81.4 
Interest on deferred liabilities (note 15) 9.3 9.6 
Other 9.5 8.3 
93.1 99.3 
Less interest income (1.6) (3.9) 


Interest paid in fiscal 2004 was $78.2 (2003 — $88.4). 


7. Income Taxes 


The following table reconciles income taxes calculated at the combined Canadian federal and provincial corporate 
rates with the income tax expense in the consolidated financial statements: 


2004 2003 
Earnings before income taxes $ 384.4 Sar4ti72 
Income taxes at Canadian statutory rates (2004 — 35.1%, 2003 - 37.1%) 134.8 154.6 
Increased (decreased) by the tax effect of: 
Manufacturing and processing deduction (9.7) (15.4) 
Tax rate changes on future income taxes 16.0 ~ 
Non-taxable gains on sale of investments and other assets (ai) (29.3) 
Utilization of capital loss carry forward G@lerA - 
Rationalization costs and non-capital losses not recognized in the year 26.1 - 
Large corporations tax 0.7 2.0 
Non-deductible and other items 2.0 shal 


$ 166.5 $ 115.0 


Comprised of: 
Current portion $ 96.2 $ 88.8 
Future portion $ 70.3 $5 26;2 


Income taxes paid in fiscal 2004 were $120.9 (2003 — $44.6). 
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For the years ended March 31, 2004 and 2003 
(Dollars in millions, except share and per share amounts) 


7. Income Taxes (cont’d) 


Future income tax assets and liabilities are recognized on temporary differences between the accounting and tax 
bases of existing assets and liabilities as follows: 


2004 2003 
Future income tax assets 
Deferred liabilities $ 82.9 $ 103.4 
Provisions for rationalization costs and other non-deductible reserves 25.2 SiES 
Other ale) 7¢ 24.9 
127.8 185.9 
Future income tax liabilities 
Intangible assets (357.0) (338.2) 
Property, plant and equipment (127.7) (130.2) 
Partnership income deferral (168.8) (136.1) 
Other (46.3) (63.0) 
(699.8) (667.5) 
Net future income tax liabilities $ (572.0) $ (481.6) 
Comprised of: 
Current portion $ (171.8) $ (126.6) 
Long-term portion $ (400.2) $855.0) 


There are approximately R$444 (2003 — R$325) of tax loss carry-forwards arising from the operations in Brazil which can 
be carried forward indefinitely, subject to certain limitations on use. Of these losses, approximately R$111 relates to the 
pre-acquisition tax loss carry-forwards from the Kaiser acquisition and any future utilization of these losses will be recorded 
as a reduction to the goodwill recorded on acquisition. In addition, subsidiaries of the Corporation in the United States 
have approximately US$226 (2003 — US$225) of tax loss carry-forwards arising primarily from the discontinued Diversey 
business. Certain of these losses expire commencing in 2008. The potential benefit of these tax losses, including the 
post-acquisition Brazil losses, has not been recognized in the accounts of the Corporation. 


8. Discontinued Operations 
Cash used for discontinued operations consisted of $8.2 (2003 — $6.2) for operating activities. 


The balance sheet includes assets and liabilities relating to discontinued operations as follows: current assets of 
$2.0 (2003 — $0.5), long-term assets of $17.5 (2003 — $20.8), current liabilities of $14.3 (2003 - $16.2), and 
long-term liabilities of $76.0 (2003 — $84.1). 


As a result of the Corporation’s disposals of its Retail, Chemical Specialties, and Sports and Entertainment businesses, 
the Corporation recorded certain losses and provisions for retained assets as well as other ongoing expenses related 
to site restoration, contingent liabilities, lease commitments and other possible claims. The estimated losses were 
based on management's best estimate assumptions with respect to a variety of items. There remains a risk that 
the assumptions and resulting estimates on which the remaining provisions are based may change with the passage 
of time and the availability of additional information. Any further change to the provisions will be recognized as a 
gain or loss from discontinued operations in the period in which such a change occurs. 


The remaining balance of the provision for losses relating to discontinued operations is included in deferred liabilities 
in the consolidated balance sheet (note 15). 
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9. Earnings per Share 


The following is a reconciliation of the weighted average shares outstanding for basic and diluted earnings per share 
computations for net earnings: 


2004 2003 

Net earnings $99237.0 sh ShOhsh i/ 
Weighted average number of shares outstanding — (millions) 

Weighted average number of shares outstanding — basic A227 fel 12s 

Effect of dilutive securities 1.9 DP 

Weighted average number of shares outstanding — diluted 129.0 AWPAS) Ns) 


The dilutive effect of outstanding stock options on earnings per share is based on the application of the treasury stock 
method. Under this method, the proceeds from the potential exercise of such stock options are assumed to be used to 
purchase Class “A” non-voting shares. During the year, 656,075 (2003 — 768,200) stock options to purchase Class “A” 
non-voting shares were not included in the calculation of diluted earnings per share as the exercise price exceeded the 
average market price of the shares during the year. 


10. Inventories 


2004 2003 
Finished and in process $ 67.4 $9) 650 
Raw materials and supplies 65.8 53.9 
Returnable containers 44.2 43.4 


$ 177.4 $7 162.3 


11. Investments and Other Assets 


2004 2003 
Investments, at equity (i) $ 26.5 $ 28.0 
Investments, at cost (ii) 64.2 61.6 
Long-term receivables and other assets 30.7 de: 
Deferred charges 8.3 9.1 


$ 129.7 SeeleOld 


ee ————— 


(i) Includes the Corporation’s interest in Brewers Retail Inc. (“BRI”). 
(ii) Includes the Corporation's 19.9% residual interest in the Sports and Entertainment business consisting of the Montreal Canadiens 


and the entertainment business. 
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For the years ended March 31, 2004 and 2003 
(Dollars in millions, except share and per share amounts) 


12. Property, Plant and Equipment 


2004 2003 
Accumulated Accumulated 

Cost Amortization Net Cost Amortization Net 

Land $ 57.5 $ = $ 57.5 oo gooet $ = S$) 5834 

Buildings 370.7 108.9 261.8 388.9 106.8 282.1 

Equipment 1,007.1 379.0 628.1 989.5 332.8 656.7 
Assets under 

construction 75.0 - 75.0 30.0 - 30.0 


$:1,510.3 $ 487.9 $ 1,022.4 $1,466.5 $ 439.6 $1,026.9 


13. Intangible Assets, excluding Goodwill 


2004. 2003 
Brand names $1,536.5 $1,529.9 
Distribution network access (i) PPMP 22.6 


$1,558.7 $ 2/5525 


(i) | The balance is being amortized over the contractual term of the distribution agreement of 40 years (note 3). The original cost 
amounted to $35.0. The accumulated amortization at March 31, 2004 amounted to $1.2 (2003 - 0.6). 

(ii) | The change in the book value of the brand names and of the distribution network access reflecting the fluctuation of the Brazilian 
real in relation to the Canadian dollar was $6.6 (2003 - ($125.1)) and $0.2 (2003 - ($12.2)) respectively. 


14. Long-Term Debt 


2004 2003 
Molson Inc. 
Term loan (i) $ 59.9 $ 32933 
Debentures (ii) 
$150 -— 5.5% due May 3, 2004 150.0 149.7 
Floating rate notes (iii) 
$50 — due October 19, 2004 50.0 - 
$200 — due September 16, 2005 200.0 - 
Molson Canada 
Term loan (iv) - 99.9 
Debentures (v) 
$200 -— 6.0% due June 2, 2008 199.7 199.6 
$100 - 9.1% due March 11, 2013 99.9 99.9 
$150 - 8.4% due December 7, 2018 149.9 149.8 
$100 — 6.7% due June 2, 2028 99.5 99.5 
Fair value adjustment (vi) 28.6 Sil 7/ 
Brazil (vii) 97.9 GieZ 
1,135.4 1,220.6 
Less current portion (viii) 347.0 40.6 


$ 788.4 $1,180.0 
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14. Long-Term Debt (cont’d) 


(i) 


(ii) 


(iii) 


(iv) 


(Vv) 


(vi) 


(vii) 


(vill) 


Represents borrowings under a $1,125.0 Senior Credit Facility arranged with a syndicate of banks. The facility was used to 
finance the acquisition of Kaiser on March 18, 2002 and was originally comprised of a $500.0 non-revolving 18-month bridge 
loan which can be extended by the Corporation for an additional six months and a $625.0 three-year revolving tranche. The 
bridge loan was permanently reduced by $200.0 to $300.0 on June 21, 2002, using a portion of the proceeds from the sale of 
20% of the Corporation's Brazilian operations (note 3), while the terms of the three-year revolving tranche remained unchanged. 
The bridge loan expired on September 17, 2003 and was not extended.The interest rate on the term loans is floating based on 
either prime or banker's acceptance. The average interest rate in fiscal 2004 was 3.9% (2003 - 3. 7%). The facility is a direct, 
unsecured obligation of the Corporation. Also, the Corporation has a $50.0, 364-day revolving credit facility with a syndicate of 
banks for general corporate purposes. The Corporation can extend the facility, subject to the approval of the lenders. Effective 
September 16, 2003, the facility was extended for an additional period of 364 days. 

This debenture is redeemable at the option of the Corporation and was refinanced with the term loan. The debenture is a direct, 
unsecured obligation of the Corporation. 

On September 16, 2003, the Corporation issued $200.0 in two-year floating rate notes as part of a $500.0 medium-term note 
program. On October 17, 2003, the Corporation issued an additional $50.0 in one-year floating rate notes. The $50.0 notes are 
redeemable, at the option of the Corporation, and retractable, at the option of the noteholder, on any interest payment date 
commencing April 19, 2004. Neither party exercised their redemption/retraction provisions on April 19, 2004. The notes bore 
interest at average rates of 3.0% in fiscal 2004.0n September 30, 2003, the Corporation entered into an interest rate swap for 
$100.0 which converted the Corporation’s floating rate note due September 16, 2005 to a fixed rate. This swap is cancellable 
on a quarterly basis at the option of a third party. At March 31, 2004, the interest rate swap had an unrealized loss of $0.6. 
Represents a $100.0 credit facility with a syndicate of banks, which matured on August 31, 2003 and was fully repaid. Loans 
under this facility bore interest at rates averaging 3.7% in fiscal 2004 (2003 - 4.2%). 

Represents direct, unsecured debentures which are redeemable at the option of Molson Canada. During fiscal 2002, the 
Corporation entered into two interest rate swap agreements for a nominal value of $100.0 each, which converted the $200.0 
debenture due in June 2008 with a fixed rate of 6.0% to a variable rate. In December 2002, a third party bank exercised its right 
to cancel a $100.0 swap agreement. The average variable interest rate on the swaps in fiscal 2004 was 2.7% (2003 - 3.2%). 
At March 31, 2004, the variable interest rate swap had a fair value of $11.0 (2003 - $6.8). 

Represents the adjustment required to arrive at the fair market value of the Molson Canada debentures as of June 23, 1998, 
being the date of the acquisition of the additional 50% interest in Molson Canada. This amount is being amortized over the 
remaining terms of the debentures on a weighted-average basis, which at the acquisition date, was approximately 15 years. 
Represents various facilities denominated in Brazilian reais bearing interest at rates averaging 20.2% during the year 
(2003 - 18.5%). Of the amounts drawn, $87.1 (2003 - $40.6) is due within the next year and is classified as current. Certain 
loans are secured by liens on the machinery and equipment and by real estate mortgaged. 

The aggregate maturities of long-term debt during the next five years are estimated to be $347.0, $202.8, $3.1, $2.6 and $202.4. 
Long-term debt of $259.9 has been included in the current liabilities, however the Corporation intends to refinance this debt 
with either the term loan or the floating rate notes. Since the terms and conditions of the floating rate notes are only determinable 
at the time of the placement of the debt, it does not allow for classification as non-current portion of long-term debt. 


67 Molson Inc. 2004 Annual Report 


For the years ended March 31, 2004 and 2003 
(Dollars in millions, except share and per share amounts) 


15. Deferred Liabilities 


2004 2003 
Contingent tax liabilities (i) $ 198.9 $ 188.0 
Discontinued operations (ii) 76.0 84.1 
Deferred gain (iii) 32.5 38.7 
Deferred sales tax payable (iv) 30.2 PAS) Tf 
Net pension liability 16.1 29.0 
Deferred compensation (v) 5.4 AsO 


$ 9359-1 $ 380.5 


(i) | Relates to provisions in Brazil primarily for excise (IPI), social security (COFINS), and value-added state (ICMS) taxes. 

(ii) | Remaining provisions for loss and deferred liabilities relating to the discontinued operations of the Retail, Chemical Specialties, 
and Sports and Entertainment businesses (see note 8). 

(iii) The deferred gain arose from the non-cash consideration received on the exchange of brewing assets at the time of the formation 
of the Molson Canada partnership. Amortization of the balance of the deferred gain will be brought into earnings in equal 
installments over the next five years or earlier if the non-cash assets are realized. 

(iv) Relates to long-term sales tax payable in certain regions in Brazil and is interest bearing. 

(v) Includes the long-term portion of employee variable compensation and the DSU liability. 


16. Financial Instruments 


Commodity swaps are used to fix the cost of commodities such as aluminum, paper and natural gas. Futures contracts 
are used to hedge against fluctuations of corn prices. The following table summarizes the notional amount of derivative 
financial instruments at March 31: 


2004 2003 
Cash Flow Hedges 
Currency Hedges 
Forward contracts on USD (CDN/USD) US$ 40.0 US$ 70.0 
Zero cost collars on USD (CDN/USD) US$ 6.0 US$ 8.0 
Zero cost collars on USD (BRL/USD) US$ 9.5 US$ 23.5 
Swaps on USD (BRL/USD) US$ 14.1 US$ = 
Commodity Hedges 
Aluminum swaps US$ 5.2 US$ 2.8 
Natural gas swaps CA$ 5.3 CA$ - 
Paper swaps US$ 7.7 US$ - 
Corn futures US$ 2.5 US$ - 


Ee 
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16. Financial Instruments (cont’d) 
At March 31, 2004, the aggregate unrealized gain of the cash flow hedges was $0.4 (2003 — unrealized loss of $6.0). 
The Corporation has entered into interest rate swaps (see note 14(iii) and 14(v) for details). 


The fair value of all debentures, based on rates currently available for long-term debt with similar terms and maturity 
dates, is estimated to be $792 (2003 — $752). 


The Corporation’s estimate of the fair value of other financial instruments, including accounts receivable and accounts 
payable, approximates their carrying value. 


In March 2003, the Corporation extended for an additional two years its revolving agreement to sell an undivided interest 
in eligible accounts receivable of Molson Canada, with limited recourse, to a third party up to a maximum of $125.0. As 
at March 31, 2004, net cash proceeds received under this agreement were $87.0 (2003 — $54.0). As the fair value of 
the assets transferred is equal to book value, there is no gain or loss reported on the sale of the receivables. The 
Corporation has retained responsibility for servicing the accounts receivable sold. In August 2003, the agreement was 
amended to increase the maximum amount to $150.0. 


17. Capital Stock 


AUTHORIZED 

The Corporation is authorized to issue: 

(a) an unlimited number of Class “A” non-voting shares; 

(b) an unlimited number of Class “B” common shares; and 

(c) an unlimited number of preference shares, which shall rank in priority to the Class “A” non-voting and Class “B” 
common shares and may be issued from time to time in series with the designation, rights, privileges, restrictions 
and conditions attaching to each series as and in the manner set out in its Articles. 


The holders of Class “A” non-voting shares are entitled, voting separately as a class on the basis of one vote per 
share, to elect annually three members of the Board of Directors of the Corporation. Subject to applicable law, the 
holders of the Class “A” non-voting shares do not otherwise have a right to vote at meetings of shareholders but are 
entitled to notice of and to attend all shareholders’ meetings except class meetings of the holders of another class 
of shares. The holders of the Class “B” common shares are entitled to one vote per share at all meetings of 
shareholders except class meetings of the holders of another class of shares. 


In each fiscal year, the holders of the Class “A” non-voting shares are entitled to receive non-cumulative dividends 
aggregating $0.033 per share before any dividends may be paid on the Class “B” common shares. No further 
dividends can be paid to the holders of the Class “A” non-voting shares until dividends aggregating $0.033 per share 
have been declared or paid on the Class “B” common shares, and thereafter the Class “A” non-voting shares and 
the Class “B” common shares participate equally as to all dividends declared. 


In the event of the liquidation, dissolution or winding-up of the Corporation, the holders of the Class “A” non-voting 
shares and the holders of the Class “B” common shares would be entitled to share equally, share for share, in all 


distributions of the assets of the Corporation. 


A holder of Class “B” common shares shall be entitled at any time and from time to time to have all or any portion 
of such Class “B” common shares converted into Class “A” non-voting shares on the basis of one Class “A” non- 
voting share for each Class “B” common share in respect of which the conversion right is exercised. 
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17. Capital Stock (cont'd) 


If a general takeover bid offer is made to purchase Class “B” common shares, then the holders of Class “A” non- 
voting shares may convert all or any of their Class “A” non-voting shares into an equal number of Class “B” common 
shares for the purpose of tendering such shares into the offer unless (i) a takeover bid offer is made to purchase 
Class “A” non-voting shares on identical terms as the offer for the Class “B” common shares; or (ii) holders of more 
than 50% of the then outstanding Class “B” common shares certify within a prescribed period of time that they do 
not intend to tender any Class “B” common shares in acceptance of the offer. 


On November 7, 2001, the Board of Directors authorized a normal course issuer bid allowing Molson to purchase for 
cancellation 4,500,000 Class “A” non-voting shares and 900,000 Class “B” common shares. Purchases may be made 
at certain times over a 12-month period through the facilities of the Toronto Stock Exchange when the Corporation 
believes circumstances and trading price warrant a share purchase as an appropriate use of corporate funds and for 
the potential benefit of Molson shareholders. The normal course issuer bid became effective December 14, 2001 and 
expired on December 13, 2002. On March 14, 2003, the Corporation extended the normal course issuer bid, which 
expired on March 12, 2004 to purchase for cancellation 3,141,000 Class “A” non-voting shares and 674,760 Class 
“B” common shares. On March 15, 2004, the Corporation again extended the normal course issuer bid to purchase 
for cancellation 3,145,000 Class “A” non-voting shares and 673,000 Class “B” common shares which will expire on 
March 14, 2005. 


During the year ended March 31, 2004, the Corporation repurchased 751,000 Class “A” (2003 -1,281,275) shares 
and no Class “B” shares (2003 — 100,000) at prices ranging between $32.15 and $34.99 per share (2003 — $31.62 
and $38.16) as part of the above-mentioned normal course issuer bid. The total number of Class “A” and Class “B” 
shares outstanding at March 31, 2004 was 127,472,932 (2003 — 127,223,581). Of the total amount of $24.6 
(2003 — $50.2) repurchased, $4.2 (2003 — $7.8) was charged to capital stock based on the weighted-average stated 
capital with the excess of $20.4 (2003 — $42.4) being charged to retained earnings. 


ISSUED AND OUTSTANDING 


At March 31, the following shares were issued and outstanding: 


2004 2003 

Shares Amount Shares Amount 

Class “A” non-voting 105,042,256 $727.3 11045754563 $ 714.4 
Class “B” common 22,430,676 5.0 22,469,018 BO 


127,472,932 $009732. 3012 7,2239) 581 $ 719.4 


During the year the net change in Class “A” non-voting shares was as follows: 


2004 2003 

Shares Amount Shares Amount 

Stock options exercised (i) 908,056 $ 14.0 821,439 $ 5.9 
Stock dividend payments 86,048 2.9 Ars i ANT 
Shares repurchased (751,000) (4.2) (1,281,275) (7.2) 
Issued for cash 6,247 0.2 5,042 0.2 


249,351 $ 12.9 (400,419) $ 0.6 
() Including the exercise of options under the stock appreciation rights plan until June 30, 2002. 
During the year ended March 31, 2004, 38,342 Class “B” common shares (2003 — 430,416) were converted into 


Class “A” non-voting shares and no Class “B” (2003 - 100,000) shares were repurchased as part of the normal 
course issuer bid. 
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17. Capital Stock (cont'd) 
STOCK OPTIONS 


The Corporation has a stock option plan for eligible employees and non-employee directors of the Corporation, under 
which Class “A” non-voting shares of the Corporation may be purchased at a price equal to the market price of the 
common shares at the date of the granting of the option. Effective June 30, 2002, the plan was amended to terminate 
the stock appreciation rights associated with the plan so that each outstanding award consists solely of stock options. 
The options vest over a period of two, three, four or five years and are exercisable for a period not to exceed ten 
years from the date of the grant. At March 31, 2004, there were 5,340,069 stock options outstanding 
(2003 — 5,400,093) and 1,621,313 stock options available (2003 — 2,469,345) for future grants. During the year, 
the Corporation granted 1,369,800 stock options (2003 — 953,200) at exercise prices ranging between $30.63 and 
$36.96 (2003 — $29.43 and $36.79). 


The fair value of each option grant is estimated on the date of grant using the Black-Scholes option pricing model with 
the following weighted average assumptions used for grants during the year: dividend yield of 1.6% (2003 — 2.0%); 
expected volatility of 25.5% (2003 — 24.3%); risk-free interest rate of 4.4% (2003 — 5.0%); and an expected life of 6 years 
(2003 — 6 years). The weighted average fair value of options granted in the year is $9.09 per share (2003 — $9.50). 


A summary of the status of the Corporation’s stock option plan as at March 31, 2004 and 2003 and of changes 
during the years ending on those dates is presented below: 


2004 2003 
Weighted Weighted 
Average Average 
Stock Exercise Stock Exercise 
options Price options Price 
Outstanding at beginning of year 5,400,093 $ 19.34 5,586,892 $ 15:43 
Granted 1,369,800 $ 32.09 953,200 Sesh25 
Exercised (908,056) $ 15.40 (995,224) $912.58 
Forfeited (521,768) C3 eee} (144,775) $ 19.60 
Outstanding at end of year 5,340,069 $ 22.68 5,400,093 $ 19.34 

The following table summarizes information on stock options outstanding at March 31, 2004: 
Options Outstanding Options Exercisable 

Weighted 

Average Weighted Weighted 
Outstanding Remaining Average Exercisable Average 
at March 31, Contractual Exercise at March 31, Exercise 
Range of Exercise Prices 2004 Life in Years Price 2004 Price 
$9.65 — $15.07 2,186,352 4.9 $911.25 1,829,683 $ 10.99 
$15.08 — $25.93 672,917 7.0 $ 22.60 96,350 $ 22.63 
$25.94 — $31.36 995,500 8.9 $ 30.50 10,500 $5 31,03 
$31.37 — $36.96 1,485,300 8.7 $ 34.28 135,143 Ly els) ihe 
5,340,069 7.0 $ 63 AUSL27/ 


22.68 2,071,676 
At March 31, 2004, 1,621,313 Class “A” non-voting shares (2003 — 2,469,345) were available for granting further 


options and 802,741 Class “A” non-voting shares (2003 — 895,036) were available for optional stock dividends and 
the share purchase plan. 
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17. Capital Stock (cont’d) 

OTHER STOCK-BASED COMPENSATION 

The Corporation’s MESOP contributions of $1.7 (2003 — $1.6) were charged to earnings during the year. 

As of March 31, 2004, 167,451 DSU’s (2003 — 151,115) are outstanding. For the year ended March 31, 2004, 


$0.4 (2003 — $0.7) was charged to earnings representing the accrual for services provided in the period which were 
paid with the issuance of DSU’s. 


18. Commitments and Contingencies 
The following table represents minimum lease payments for operating lease obligations: 


Minimum Lease 


Fiscal Year Payments 
2005 $2371 
2006 19.4 
2007 AEG 
2008 10.0 
2009 tS 
Thereafter 39.0 
Total Se 52 


At March 31, 2004, the Corporation had outstanding letters of credit totalling $73.9 (2003 — $84.5). 


Kaiser is party to a number of claims from the Brazilian tax authorities. The Corporation records liabilities for known 
tax contingencies when, in the judgement of the Corporation, based on review from both internal and external counsel, 
it is probable that a liability has been incurred. It is reasonably possible that actual amounts payable resulting from 
assessments by tax authorities could be materially different from the liabilities the Corporation has recorded due to 
the complex nature of tax legislation (note 15). 


The Corporation has given certain undertakings to the lenders of the purchaser of the Montreal Canadiens and the 
Bell Centre, formerly known as the Molson Centre, such that, in the event that the purchaser is unable to meet its 
obligations, Molson would exercise control over the entity that owns the entertainment business and the Montreal 
Canadiens at predetermined conditions, subject to National Hockey League approval. The obligations of the purchaser 
to such lenders at March 31, 2004 were $92.0 (2003 — $92.0). 


The Corporation and another shareholder of BRI could be required to accelerate the terms of certain payment arrangements 
sufficient to satisfy their proportionate share of any default on the $200.0 (2003 — $200.0) debentures of BRI. 


The Corporation is a guarantor of a 99-year lease arrangement related to the land on which the Bell Centre has been 
constructed. Annual lease payments in fiscal 2004 amounted to $3.2 (2003 — $2.2) and are based on prevailing 


interest rates and changes in the Consumer Price Index. 


The Corporation is also subject to certain legal claims arising in the normal course of business, none of which is 
expected to materially affect the financial results of the Corporation. 
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19. Employee Future Benefits 
The Corporation has a number of pension plans, of both a contributory and non-contributory nature, which cover 
certain employees. The majority of pension plans provide defined benefits. The Corporation also has postemployment 


benefit obligations for certain retired employees. 


The components of the Corporation's benefit expense include the following: 


Pension Plans Other Benefit Plans 
2004 2003 2004 2003 

Defined benefit plans 
Benefits earned during the year $ 13.6 Sree 2 $ oa. $ 1.9 
Interest cost on benefit obligation 53.2 52.8 Thee} 7.0 
Return on plan assets (55.4) (56.0) - ~ 
Other 5.4 440) 0.2 = 
16.8 9.0 9.6 8.9 
Defined contribution plans 3.9 SAS - - 
Benefit expense $3 20:7 So 12'6 $ 9.6 $ 8.9 


The actuarial determinations were based on the following assumptions in each year: 


2004 2003 
Assumed discount rate — year end 6.0% 6.3% 
Expected long-term rate of return on plan assets 7.5% 1.5% 
Rate of increase in future compensation 3.0% 3.0% 
Rate of increase in future government benefits 2.5% 2.5% 


The health care cost trend rates used in 2004 were 6.5% (2003 — 7.0%) for medical, which is reduced 0.5% (2003 — 
0.5%) per year until 2007, and 5.0% (2003 — 5.0%) thereafter. 
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19. Employee Future Benefits (cont'd) 
The following information pertains to the Corporation's defined benefit pension plans and other benefit plans: 


Pension Plans Other Benefit Plans 
2004 2003 2004 2003 


Plan obligation 
Accrued benefit obligation at beginning of year $ 862.7 $ 824.4 GS alsly/al $ 108.0 


Current service cost 16.7 14.4 2) A 1.9 
Interest cost 53.2 52.8 eS 140) 
Benefits paid (66.5) (56.1) (4.4) (4.4) 
Plan amendment (i) 78.5 - - - 
Actuarial losses and other costs 48.1 Dilee 4.2 4.6 
Balance, end of the year $ 992.7 $ 862.7 $ 126.3 Seni vet 
Plan assets 
Market value at beginning of year $ 676.0 $ 749.1 $ - $ - 
Actual return of plan assets 89.7 (46.7) - = 
Employer contributions 34.8 2675 4.4 4.4 
Employee contributions 3.6 So - - 
Benefits paid (66.5) (56.1) (4.4) (4.4) 
Balance, end of the year $ 737.6 $ 676.0 $ ~ $ - 
Plan surplus (deficit) 
Funded status $ (255.1) $ (186.7) $ (126.3) Se ed) 
Unamortized net actuarial losses 254.8 247.2 18.7 1582 
Other unamortized past service costs 82.1 4.0 - - 
Other 8.5 Wad 1.2 dLaab 
Accrued benefit asset (liability) $ 90.3 Ses $ (106.4) $ (100.8) 


() During fiscal 2004, the Corporation negotiated collective bargaining agreements at the Toronto, Montreal and Edmonton breweries 
which resulted in enhanced pension benefits and represents the Corporation’s future obligation. 


As at March 31, 2004, eight (2003 — eight) of the Corporation’s pension plans, included in the above table, had an 
unfunded obligation of $280.7 (2003 — $215.0) with an accrued benefit obligation of $949.7 (2003 — $824.1) and 
plan assets with a fair value of $669.0 (2003 — $609.1). 


As at March 31, 2004, approximately 71% (2003 — 66%) of all pension plan assets were invested in equities and 
27% (2003 — 34%) in fixed income securities and 2% (2003 — nil) in cash. 


20. Related Party Transactions 


In the ordinary course of business, the Corporation enters into transactions with related parties. All related party transactions 
are recorded at their exchange amounts. In Ontario and the western provinces, Molson Canada distributes its product 
and incurs distribution costs through sales to its equity-accounted provincial distribution companies. Included in cost of 
sales, selling and administrative costs in the consolidated statements of earnings are distribution and other costs of 
$158.9 (2003 — $166.5) charged by the equity-accounted provincial distribution companies. 


Included in accounts receivable as at March 31, 2004 were amounts of $9.5 receivable (2003 — $8.2 payable) from the 
equity-accounted provincial distribution companies. 
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21. Unrealized Translation Adjustments 


Unrealized translation adjustments, which arise on the translation to Canadian dollars of assets and liabilities of foreign, 
self-sustaining operations at period-end exchange rates, resulted in a cumulative loss of $340.3 (2003 — $363.2) at 
March 31, 2004. The change in the current year reflected the relative strengthening during fiscal 2004 of the Brazilian 
real against the Canadian dollar. 


22. Segment Disclosures 


The Corporation’s business is producing and marketing beer and other malt-based beverages. Its business units are 
located in three main geographic regions: Canada, Brazil and the United States. 


These segments are managed separately since they all require specific market strategies. The Corporation assesses the 
performance of each segment based on operating income or earnings before interest and income taxes (“EBIT”). Accounting 
policies relating to each segment are identical to those used for purposes of the consolidated financial statements. 
Management of net interest expense and income tax expense are centralized and, consequently, these expenses are not 
allocated among operating groups. Inter-segment revenues reflect transactions made on an arms-length basis. 


Canada Brazil United States Consolidated 
2004 2003 2004 2003 2004 2003 2004 2003 


Revenues from 
external customers 2,659.3 2,628.3 737.9 816.0 75.6 84.9 3,472.8 3,529.2 


Inter-segment 

revenues 39.1 Adn2 7.4 - - ~ 46.5 41.2 
EBIT 544.7) 481.71) (65.6) 37.2iiii) (3.2) (6.3) 475.9 512.6 
Assets PLifayoss Atsley(/S) ab aalal(s} al altstey. ab 158.2 161.7 3,930.6 3,904.1 
Goodwill 198.0 198.0 591.6(iv) 572.4 (iv) - - 789.6 770.4 


Amortization of capital assets 
Amortization of property, 


plant and equipment 43.6 44.7 18.8 19.4 0.1 O2 62.5 64.3 
Amortization of 

intangible assets - ~ 0.6 0.6 - - 0.6 0.6 

Additions to capital assets 59.7 6525 28.3 20.3 - O),Al 88.0 85.9 


(i) Includes a $7.0 gain on sale of a property in Canada and a provision for rationalization of $43.3 in Brazil. 


(ii) Restated by $3.7 to reflect previously disclosed stock option expense. 
(iii) Includes the gain on sale of 20% of Molson’s operations in Brazil of $64.2 and a provision for rationalization of $63.5. 
(iv) The change in the book value of goodwill reflecting the fluctuation of the Brazilian real in relation to the Canadian dollar was 


$19.2 (2003 - ($210.9)). 


23. Comparative Figures 


Certain comparative figures have been restated to conform to the current year’s basis of presentation. 
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Supplementary 


Information 


Quarterly Consolidated Financial Information FISCAL 2004 
(Dollars in millions, except per share amounts) June Sept. Dec. March Total 
Sales and other revenues $ 896.4 $ 9698 $ 877.0 $ 729.6 $3,472.8 
Brewing excise and sales taxes 234.6 254.2 2 5Sal 204.8 947.3 
Net sales revenue 661.8 TASS 623.3 524.8 Dia 2oLo 
Costs and expenses 
Cost of sales, selling and administrative costs 496.6 53326 493.6 426.4 1,950.2 
Gain on sale of 20% of operations in Brazil ~ - - - _ 
Provisions for rationalization Sols - - - 36:3 
532.9 533.6 493.6 426.4 1,986.5 

Earnings before interest, income taxes 

and amortization 128.9 182.0 129.7 98.4 539.0 
Amortization of capital assets 17.0 ln(EO: 14.4 14.7 63.1 
Earnings before interest and income taxes 111.9 165.0 di 5 eS Soul 475.9 
Net interest expense 24.8 22.9 22r3 BIS: 91.5 
Earnings before income taxes (S3/ cl. galery al 93.0 6222 384.4 
Income tax expense 42.4 46.2 ORS 27.4 166.5 
Earnings before minority interest 44.7 95.9 42.5 34.8 24729 
Minority interest 10.0 0.6 at al 7.4 DOR 
Net earnings $° 54:7 ~$. 96:5.—°$ 43.65 $542.2 Ome oree 
Net earnings per share 

Basic $. 50430555 a O576 Sy 023445 6S pu 0:33 $= 51.86 

Diluted SiO A2aee See 15 $ 0:34 «$5 40:33 $0.84 
Dividends per share $ 0.14 6S "O44 2S) OMA Ss BOAT Sooo 


Cash provided from operations before 
working capital and rationalization costs $) 270.3 £9 7428.57 90S 2 S4:6ye eo Lo eo oe 
Weighted average outstanding shares (millions) 
Basic 126.8 ANOT ERE VOY 2 127.4 2a 
Diluted 129.0 2952 128.5 127.5 129.0 
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Quarterly Consolidated Financial Information FISCAL 2003 


(restated) (i) 
Sales and other revenues $ 968.5  $ 953.3 $903.4 2° $<2 7043 =<$3'529 2 
Brewing excise and sales taxes 281.7 267.7 261.8 202.8 1,014.0 
Net sales revenue 686.8 685.6 641.3 BOIS 251512 
Costs and expenses 
Cost of sales, selling and administrative costs 539.0 525.8 500.7 372.9 1,938.4 
Gain on sale of 20% of operations in Brazil (64.2) - - - (64.2) 
Provisions for rationalization - 63.5 - - - 63.5 
538.3 525.8 500.7 372.9 1,937.7 

Earnings before interest, income taxes 

and amortization 148.5 159.8 140.6 128.6 BiTL.5 
Amortization of capital assets 18.9 15.8 16.3 13.9 64.9 
Earnings before interest and income taxes 129.6 144.0 124.3 114.7 512.6 
Net interest expense 24.3 24104 23.9 25.8 95.4 
Earnings before income taxes 105.3 122.6 100.4 88.9 417.2 
Income tax expense SEPRT( 40.2 32.9 29.2 115-0 
Earnings before minority interest 92.6 82.4 67.5 59.7 302.2 
Minority interest 8.1 (0.1) (1.4) (0.1) 6.5 
Net earnings Sy LOO oS S2ion. S061 8 0.6 G2 S08. 
Net earnings per share 

Basic Se 0 EAS aes eh Sae Ooo wna ee 6 ap ay Sean Seectams OW. dee cock ero 1) 

Diluted SO. 0 2 $0.64 $220 515553 "> 0465: $238 
Dividends per share Ce O10 Noe 010. oe Ole ee oO Ser Oe 


Cash provided from operations before 
working capital and rationalization costs SoC 92 OS AOA Oo S 101.1 Oe OO oO: 
Weighted average outstanding shares (millions) 
Basic 225 APES de e2 eS TTS 
Diluted 1302 129.4 129.4 129.5 129.5 


(i) Restated by $0.8 million, $1.0 million, $0.9 million and $1.0 million in each of Q1, Q2, Q3 and Q4 respectively reflecting previously 
disclosed stock option expense. 
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Ten-Year Operating and 


Financial Record 


2004 2003 2002 2001 2000 
(restated) () 

Operations (Dollars in millions) 
Sales and other revenues 3,472.8 3,529.2 2,830.8 2,483.4 2315.0 
Brewing excise and sales taxes 947.3 1,014.0 728.5 626.3 621.3 
Net sales revenue 2,525.5 2 -51:5-2 ZAO23 1,857.1 Ae T5370 
EBITDA 539.0 Bie 376.4 Bios kas) 95.5 
Amortization of capital assets 63.1 64.9 54.6 87.9 91.3 
Net interest expense 91.5 95.4 6525 68.7 {2:5 
Earnings (loss) before income taxes 384.4 417.2 256.3 194.9 (68.3) 
Income tax expense (recovery) 166.5 115.0 80.7 Loy eh (2.5) 
Earnings (loss) before minority interest 217.9 302.2 4575:6 WS a? (65.8) 
Minority interest 19.1 6.5 - - = 
Earnings (loss) from: 

Continuing operations 237.0 308.7 17-5.6 We es (65.8) 

Discontinued operations - = 2.0 (8:3) 21.8 
Net earnings (loss) 237.0 308.7 TIES 133.9 (44.0) 
Cash provided from operations before 

working capital and rationalization costs 335.4 37041. 292.3 232.0 21AS 
Financial (Dollars in millions) 
Working capital (595.2) (379.3) (374.8) (186.0) (146.3) 
Current ratio 0.4:1 O.5:4 0.6:1 Onnek 0.8:1 
Additions to property, plant and equipment 88.0 85.9 72.4 epheal 53:7 
Total assets 3,930.6 3,904.1 4,506.3 3,280.8 yas bakes} 
Long-term debt 1,135.4 1,220.6 1,746.1 1,204.4 1,111.9 
Shareholders’ equity 1,219.4 1,033.0 1,173.9 795.4 102557 
Return on shareholders’ equity (average) 21.0% 28.3% 18.0% 14.7% (4.1)% 
Net debt to capital ratio 48:52 54:46 59:41 59:41 52:48 
Net interest coverage (iii) By 2eAl, ay Bai 4.9:1 Siete Ona 
Per Share (Dollars) (iv) 
Net earnings (loss) — basic 1.86 2.42 1.48 Ae (0.37) 
Net earnings (loss) from continuing ops — basic 1.86 2.42 1.46 ES (0.56) 
Dividends paid 0.56 0.42 0.38 0.36 0.36 
Shareholders’ equity 9.57 Sul2 9.19 6.65 8.65 
Other 
Number of shares outstanding (thousands) (iv) 127,473 127,224 127,724 119,534 118,558 
Number of shareholders 4,353 4,424 4,467 4,507 4,779 
Number of employees (iii) 6,300 5,400 5,900 3,800 3,600 


(i) Restated by $3.7 million for fiscal 2003 reflecting the previously disclosed stock option expense. Prior fiscal years have not been restated. 
(ii) n/m = not meaningful (cash exceeded total debt by $145.4 million) 

(iii) Excludes discontinued operations 

(iv) After a 2-for-1 stock split which took effect in September 2001 
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4999 1998 she eo 8 1996 1995 


1,962.8 937.7 855:3 848.0 859.6 
536.0 259.8 244.5 2532 257.6 
1,426.8 677.9 610.8 594.8 602.0 
198.7 96.7 20.7 324: 128.7 
74.0 24.7 21-3 20.4 20.0 
55.9 HS) 9.6 27.4 31.9 
68.8 68.5 (10.2) (5-7) 76.8 
37.8 23.1) (3.1) 15.3 18.4 
31.0 45.4 (24) (31.0) 58.4 
31.0 45.4 (Cia) (31.0) 58.4 
138.9 65.7 40.6 (274.5) 28.4 
169.9 At, 33.5 (805:5) 86.8 
166.7 80.1 88.3 66.2 43.3 
(120.2) 312.6 520.7: 30.8 113.0 
0.8:4 EST ASE 1.9:1 AO ale eT: 
58.7 31.9 21.6 27, 20.1 
3,439.6 2,284.3 PRET COR S| 2,990.1 3,071.9 
2215 Bde: 436.0 848.7 480.2 
1,108.1 978.5 907.0 905.2 1°373-6 
16.3% 11.9% 3.6% (24.7)% 6.4% 
52:48 34:66 n/m (ii) 48:52 26:74 
PITA 20:61. (One 0.4:4 Shik 
1.44 0.94 0.29 (2.64) 0.75 
0.26 0.39 (0.06) (0.27) 0.50 
0.36 0.36 0.36 0.36 0.36 
9.38 8.30 7.14 7.80 11.90 


118,074 117,884 117,214 116,120 115,464 
4,945 5,042 5,236 5,352 5,682 
~ 3,900 3,900 4,300 4,000 4,300 
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Senior Leadership 
As of April 15, 2004 


Board of Directors 
As of March 31, 2004 


Daniel J. O’Neill 
President and Chief Executive Officer 
Molson Inc. 


Peter L. Amirault 

Senior Vice President, 

Business Development and Innovation 
Molson Inc. 


Kevin Boyce 
President and Chief Operating Officer 
Molson North America 


Brian Burden 

Executive Vice President 
and Chief Financial Officer 
Molson Inc. 


Robert Coallier 

President and Chief Executive Officer 
Cervejarias Kaiser 

and Executive Vice President 

Molson Inc. 


Bernard Cormier 
Senior Vice President, 
Human Resources 
Molson Inc. 


Raynaid H. Doin 
Senior Vice President, 
Strategy & Integration 
Molson Inc. 


Marie Giguére 

Senior Vice President, 

Chief Legal Officer and Secretary 
Molson Inc. 


Les Hine 
Chief Marketing Officer 
Molson Canada 


Sylvia Morin 

Senior Vice President, 
Corporate Affairs 
Molson Inc. 


Cathy Noonan 

Senior Vice President, 
Global Costs 

Molson Inc. 


Dave Perkins 
President, 

Market Development 
Molson North America 


Gregory L. Wade 
Senior Vice President, 
Quality Brewing 
Molson Inc. 
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Eric H.Molson (2,4) 
Chairman of the Board 
Molson Inc. 


R. lan Molson (1,3) 
Deputy Chairman 
Molson Inc. 


Dr. L. I. Barber,C.C., S.O.M., LL.D. 


Corporate Director (1.2,5) 


Matthew W. Barrett,0.C. 
Group Chief Executive 
Barclays PLC 


Luc Beauregard, C.M. (2.5) 
Chairman 

and Chief Executive Officer 
NATIONAL Public Relations 


Dr. Francesco Bellini,O.C. (2,5) 
Chairman 

and Chief Executive Officer 
Neurochem Inc. and 
Chairman 

Picchio International Inc. 


John E. Cleghorn (3,4,5) 
Chairman of the Board 
SNC-Lavalin Group Inc. 


Daniel W. Colson (1,3) 
Corporate Director 


Donald G. Drapkin (3) 
Vice Chairman and Director 


MacAndrews & Forbes Holdings Inc. 
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Luiz Otavio P. Gongalves (2) 
Chief Executive Officer 
Empresas Regon 


Robert A. Ingram (1) 
Vice Chairman, Pharmaceuticals 
GlaxoSmithKline 


Stephen T. Molson (2,5) 
President 
The Molson Foundation 


David P. O’Brien (3,4) 
Chairman 
EnCana Corporation 


Daniel J. O’Neill 

President 

and Chief Executive Officer 
Molson Inc. 


H. Sanford Riley, C.M. (1,5) 
President 

and Chief Executive Officer 
Richardson Financial Group 


James T. Black, F.C.A., C.M. 
Honorary Chairman of the Board 
Molson Inc. 


Board of Directors’ 


Committees 


The Board has appointed five committees which focus on specific areas of responsibility necessary to effectively govern 
the Corporation. Board committees are comprised entirely of outside (non-management) Directors, a majority of whom 
are unrelated and independent, except the Environment, Health and Safety Committee. Committee members as at 
March 31, 2004 are shown below, together with a description of each Committee's area of responsibility. 


1. Audit and Finance Committee 


The Audit and Finance Committee assists the Board in fulfilling its oversight responsibility of the Corporation's 
financial controls and reporting, as well as its fiduciary duties with regard to the Corporation’s compliance with 
financial covenants, legal and regulatory requirements in financial matters, public disclosure policy and financial risk 
management. It reviews the Corporation’s annual consolidated financial statements, quarterly financial statements 
and management discussion and analysis and annual information form before they are submitted to the Board. It 
works jointly with the external auditors and management to develop the annual audit plan and recommendations on 
internal controls. The Committee meets with the Corporation’s internal and external auditors independently of 
management at least once a year. It also reviews the Corporation’s annual and long-term financial plans, proposals 
for major borrowings and the issuance of securities, and makes recommendations to the Board with respect to 
financial strategies and policies. In addition, the Committee deals with financial risk management. The Committee's 
mandate is reviewed regularly. The Committee is responsible for hiring and evaluating the Auditors and for recommending 
their compensation. It reviews all non-audit work performed by the Auditors. 


The mandate for the Committee can be viewed on the Corporation’s website. The Committee met four times during 
fiscal 2004 and it was comprised of five outside (non-management) and independent Directors. 


Chairman: Dr. L. |. Barber 
Members: Daniel W. Colson, Robert A. Ingram, R. lan Molson, H. Sanford Riley 


All Committee members are considered to be financially literate, which means having the ability to read and understand 
financial statements presenting a breadth and level of complexity of accounting issues, generally comparable to the 
breadth and complexity of the issues that can reasonably be expected to be raised in the Corporation’s financial 
statements. 


2. Environment, Health and Safety Committee 


The Environment, Health and Safety Committee oversees the Corporation's environmental and occupational health 
and safety policy standards and accountabilities. It receives data on the frequency and severity of safety incidents 
and reviews goals, strategies and programs in these areas and compliance with applicable legislation and programs, 
including safety measurement systems and crisis management training. 


The Committee met twice during fiscal 2004 and was composed of an equal number of outside (non-management) 
and unrelated Directors, and non-management but related Directors. 


Chairman: Luc Beauregard 
Members: Dr. L. |. Barber, Dr. Francesco Bellini, Luiz Otavio P Gongalves, Eric H.Molson, Stephen T. Molson 


81 Molson Inc. 2004 Annual Report 


3. Human Resources Committee 

The Human Resources Committee develops, reviews and recommends to the Board appropriate executive and 
management compensation policies, programs and levels. The Committee reviews the Corporation’s management 
compensation strategy and programs to ensure that they are aligned with shareholders’ interests and corporate 
performance. The Committee develops performance objectives in conjunction with the Chief Executive Officer and 
assesses the performance of the Chief Executive Officer annually in relation to these objectives. In addition, the 
Committee is responsible for reviewing short-term and long-term succession plans for senior officers of the Corporation. 


The Committee met six times during fiscal 2004, and was composed of five outside (non-management) Directors, 
all of whom were considered unrelated and independent. 


Chairman: Daniel W. Colson 
Members: John E. Cleghorn, Donald G. Drapkin, R. lan Molson, David P O’Brien 


4. Corporate Governance Committee 


The Corporate Governance Committee is responsible for issues relating to the corporate governance of the Corporation 
and the structures and procedures of the Board and its relationship to management. It monitors the quality of the 
relationship between management and the Board and recommends improvements as deemed appropriate and 
advisable. The Committee brings forward to the Board corporate governance issues and topics of interest or importance 
that require Board discussion or action. It is responsible for required external reporting of the Corporation’s approach 
to corporate governance and proposes nominees for election to the Board. It reviews Board compensation. The 
Committee ensures that a majority of the Board is composed of Directors who are unrelated and independent under 
the laws, regulations and listing requirement to which the Corporation is subject. 


The Corporate Governance Committee met three times during fiscal 2004 and was composed of three outside 
(non-management) members, a majority of whom were considered unrelated and independent. 


Chairman: Eric H.Molson 
Members: John E. Cleghorn, David P O’Brien 


5. Pension Fund Committee 


The Pension Fund Committee formulates general investment policy, monitors the implementation of that policy, 
reviews it periodically and reports to the Board at least annually on investment results achieved. It also reviews and 
comments on the reports of the Corporation’s actuary and the level of the Corporation’s contributions to the pension 
plans with respect to both current service and unfunded liabilities. 


The Committee met four times during fiscal 2004 and was composed of six members, all of whom were (non- 
management) Directors and a majority of whom were considered to be unrelated and independent. 


Chairman: H. Sanford Riley 
Members: Dr. L. |. Barber, Luc Beauregard, Dr. Francesco Bellini, John E. Cleghorn, Stephen T. Molson 
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